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Foreword by the Mayor 


Mayor: Cllr. Mncekeleli Peter 


According to Chapter 7 of the Constitution of the Republic of South Africa (Act 108 of 1996), 
local municipalities must provide for a democratic and accountable climate for local 
municipalities. Municipalities must do this within its financial and administrative capacity to 
enable it to give priority to basic needs of communities in order to promote social and economic 
developmentwithin their jurisdiction functional areas. 

Amahlathi Municipality therefore is no exception. It must account on how we have been 
handling the administrative and financial functions on behalf of our communities. One must say 
it up front that Amahlathi Municipality has been re-constituted properly after the 1 8 May 201 1 
local government elections and council structures have been established. The majority of the 
voters have once again given the Majority Party ANC to lead the council. This is not a blank 
cheque but confidence shown that will enable us to render services that are aimed at bettering 
the lives of the majority who are African and blacks in general in this municipality. 

Amahlathi Municipality has oiled its machinery in order to make sure that the beneficiaries of 
service delivery (communities) are participating in rendering such services. 
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I would iike to thank the political structures of the Council for the vigour and energy shown thus 
far in grappling with the complexity of governance and in shaping a conflict free kind of an 
environmentfor the smooth operation of Council programmes. It is no doubt that the courage 
and co-operation demonstrated thus far will lead the municipality into a sound administrative 
and politica! environment that will translate into sound, viable and sustainable development for 
the communities as our structures by now are up and running. 

I would Ike to record my appreciation to those that showed dedication, skills and determination 
to arrive at this financial target, though one must say up front that stringent political and 
administrative oversight must be exercised on day to day basis, so as to ensure progress and 
proper accounting procedure of all activities of the institution. It is with regret to note that we 
have retrogressed from an unqualified to a qualified financial audit report and issues that have 
been picked up by the Auditor-General are quite critical for us in order to progress to the clean 
audit. 

Let us commit ourselves to work hard towards achieving a clean audit before the target date 
which is 2014. 


Cllr M Peter 
THE MAYOR 
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Acting Municipal Manager: 
M$. Vuyokazi Mbeiani 


i-YEARLY PROGRAMML 
PRIORITIES' STATEMENT 

i-OVERVIEW OF THE 
MUNICIPALITY 

4-EXECUTIVE SUMMAR 
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YEARLY PROGRAMME PRIORITIES STATEMENT: 


The municipality’s IDP and the SDBIP were aligned to the five Local Government Key Strategic 
Priorities. Due to the majority of the households of Amahlathi community who live below 
poverty lines, the municipality prioritised the registration of the indigent members of the 
community for them to be able to access Free Basic services. Increase in the municipal 
spending was also seen to be one of the ways and means to ensure service delivery 
acceleration. Coupled with this is the support enhancement of the SMME, BEEE and 
Cooperatives programme in order for the municipality to spend a meaningful amount of its 
budget on procurement of series of these targeted groups. This assisted the municipality to 
contribute towards the growth strategy and creation of sustainable jobs in both Amahlathi and 
the District in particular. 


The municipality boasts itself as a financial viable and liquid municipality and has also sustained 
that status over the past years. The financial viability needs to be enhanced further through up 
scaling training of the seven managers including middle management and were thus enrolled for 
the Certificate Programme for Management Development on Municipal Finance. Four 
Councillors and one manager were enrolled for the Certificate in Local Government Law. The 
municipality in order to contribute towards meeting the National Treasury targets of increased 
capacity in financial management contracted five (5) finance interns for the period of two years, 
with more focus on youth. These interns constituted two women, three males, with three of them 
being borna fide residents of Amahlathi municipality, one from the District of Amathole and one 
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from the neighbouring rural municipality. Two of these will be enrolled with Certificate 
Programme for Management Development on Municipal Finance. 

Internal Audit unit requires up scaling of its activities and capacity. Increase in compliance and 
inculcation of the culture of good governance cannot be over emphasised. With more 
Councillors and managers being trained in the implementation of the Municipal Finance 
Management Act and Local Government Law, operation clean audit targets also became 
understood and gradually being internalised. Management got more understanding and 
appreciative of their role in ensuring internal control measures. 

More infrastructure investment in the municipality boosted the confidence of the community 
situated in Amahlathi. The physical roll out of local economic development anchor projecis 
were seen and directly benefited the communities in the N6 Corridor through the blue berry 
Amabhele project, the Mlungisi township business centre construction and Stutterheim CBD 
upgrading. With this investment, interest increased towards housing and environmental energy 
programmes. This also enhanced the participation of the relevant stakeholders when physical 
construction was seen taking place. The Amathole District Municipality, ASPIRE (the Amathole 
Development Agency) and National Treasury's contribution to this physical development is very 
much invaluable. The LED unit has also been strengthened through the support of the Local 
Government and Traditional Affairs in the form of the funding made available for the salary of 
the LED Specialist for Amahlathi municipality. 

Amahlathi municipality also prides herself in her capacity in expending up at no less than 95% 
per annum of the MIG grant. This benefits the communities of Amahlathi as they access social 
facilities through the roads infrastructure development. The road maintenance programme also 
was enhanced as the municipality also increased its roads plant equipment to ensure 
maintenance of the roads thereby adding value to the municipality’s asset base. 

Amahlathi has a rich potential in arts, culture and heritage, this was conserved through the 
support provided to the growing cultural groups and cultural activities. Investment in the 
Amahlathi brand annual Craft Mania programme also was the project towards conserving the 
Amahlathi culture and heritage. This programme, on an annual basis is attracting people into 
Amahlathi and Stutterheim in particular, especially attracting young artists into the market. A 
number of private businesses also get exhibited in this annual event hence the increase in the 
exhibition tents. The proceeds of the craft mania get invested back into the Amahlathi Crafters 
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Association and various groups. Over the years the turnout of tourists and people outside the 
jurisdiction of Amahlathi attending this event is appraisable. 

Amongst the first engagements of the new term of Council was the EXCO Lekgotla wherein the 
incoming Council’s EXCO and Office Bearers of Council were presented with the report of the 
last term of council and also worked on strategic areas of focus. This also took place a month 
and a half before the end of the financial year. As a result of this, the new term of council 
resolved to amend the IDP in accordance with the Municipal Systems Act. This provided a 
platform fo> the term as the municipality was fraught with political upheavals which negatively 
affected the administration of the institution. 

The Municipality prioritised programmes that would ensure building of strong ethical principles. 
This led to the roll out of Risk Management workshops with attendees including middle 
management of the municipality in June 201 1 and one of the cases was taken to the fraud 
investigation. Concrete recommendations came out as findings to be implemented in the 
financial year 201 1/201 2. Risks, findings, discipline and work attendance were also prioritised, 
hence the importance of building and strengthening relations between the employer and the 
employees through involvement of the labour unions. The municipality would focus on ensuring 
that both the Councillors and its employees work towards the realization of municipal confidence 
by the public and also to ensure that the Amahlathi Municipality would be the employer of 
choice. 

Public confidence through strengthening and resuscitation of the Ward Committees was closely 
looked at; hence elections of the ward committees for the new term of Council through open and 
democratic processes were planned. Ward committee's capacity building would be prioritised in 
order for them to be effective and functional starting from ward based planning to ensure that 
the ward committee is the platform for accountability by the Municipality. Cooperation of the 
local government structures in the form of the ward committee and Community Development 
Workers (CDWs) is critical in order to achieve the objects of local government. 

It was identified during this financial year that intense programmes for capacity building and 
strengthening of Councillors in order for them to meet the objectives of outcomes based 
government programmes are essential and need to be rolled out. Training programmes on 
Corporate Govemance with special focus on the governance structures operations, relevant 
legislation and King Code of Governance, will have to be prioritised for both Councillors and 
municipal staff. 
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Performance management has been a serious challenge in the municipality starting from the 
regulation within the municipality and implementation. This has resulted to slow delivery and 
low expenditure patterns. Emphasised engagement of labour unions by management on the 
importance of performance management in order to get the iabour buy in on cascading of 
performance management below the managers. Much more resources needed to be dedicated 
to ensuring maturity of performance management within the municipality. Change management 
would play a critical role in this. 


V. MBELANI 
MUNICIPAL MANAGER 
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OVERVIEW OF THE MUNICIPALITY: 


The Hnancial year 2010/201 1 started with a rather unusual situation where a number of 
councillors were expelled by their political party which resulted in the Accounting Officer 
declaring vacancies. The number was quite substantial resulting in a huge instability in the 
politica! landscape. The decision making cycle of council and in turn of the municipality was 
adversely affected due to the fact that we did not have a quorum in council, the standing 
committees could not sit, in fact not a single council structure could sit. 

In the month of August, a number of proportional representative vacancies were filled resulting 
in council attaining a quorum and starting to function. In October all the vacancies were filled 
resulting in a full complement of council and all council committees being established. The 
normal decision making cycle resumed with reguiar meetings, sitting, howeverthe quality of 
decisions needed to be rectified. Council had to deal with a myriad of backlogs in terms of 
political management and administration. 

Just when the replacement council had stabilised administration and political processes, they 
had to prepare for the 201 1 municipal elections. After the elections we had a completely new 
council. The replacement period together with the ushering in of the new council resulted in 
continuity being affected. Continuity was affected in that only three (3) of the fourty (40) 
councillors had served in municipal structures. 

Business in the Stutterheim area and town in particular was like all sectors, adversely affected 
by the global economic meltdown. The period from middle of 2008 up to mid-201 1 , there was 
zero% growth. The buying patterns also changed a lot and became inconsistent over the period 
of time. Many people returned from the towns and cities they were working in due to 
retrenchment. 

With the year being dominated by little rain falls, which affected some areas of the Amathole 
District s water scarcity, with some towns imposing water restrictions and rigorous water 
consumption and presentation awareness. The month of May and June 201 1 was 
characterised by high rainfall and Amahlathi having high water table, this led to a large number 
of municipal areas being affected by floods, which affected mostly the rural poor households. 
This led to mud housing structures falling. Linkages between one community and the one 
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neighbouring it was also adversely affected as some bridges were washed away. There was no 
access to some farms and people were stuck wherever they were at the beginning of the rains. 
This affected some people as they could not go to work for at least two days. This was worse 
for the communities in the deep rural areas of Tsomo which under normal circumstances are 
faced with poor infrastructure. 

The Disaster Joint Operation Centre was activated immediately, with a team of newly eiected 
Councillors, municipal officials, Amathole District Disaster staff, the Disaster Management 
portfolio head who is a resident of Amahlathi and local based government departments, 
especially the SAPS and Department of Social Development. Assessment teams were set up 
and assessment tools and methodologies were discussed to assist those volunteers that had 
never participated in disaster management. The dedication and political will of the newly 
elected Councillors was seen through the assessment reports as well as facilitation. The floods 
disaster was also used by the community members to be the channel towards the priority iist for 
rural housing as some of the least affected homesteads demanded to be added in the list. 
Linkages were also made with the Provincial Disaster Centre. 

Assessment undertaken brought to the attention of the municipality the development priorities 
that have to be prioritised. These include but not exclusive of the construction of durable roads 
and bridges; rural housing especially the poor and child headed households; the need for the 
municipality to explore alternative housing construction technology. This resulted to the learning 
and sharing trip that was undertaken by the multi-disciplinary team of Amahlathi municipality, 
the District disaster team and Councillors, which was led by the Provincial government. Another 
lesson drawn was that the community urgently requires to be trained in disaster management so 
that they themselves can be involved in the ward based disaster team which the support and 
backup from the Stutterheim main disaster centre is coming. Training on disaster risk 
identification cannot be emphasised more. 

EXECUTIVE SUMMARY: 

❖ VISION OF AMAHLATHI LOCAL MUNICIPALITY 

The Amahlathi Municipality as an integrated unit shall become the model of Community 
Empowerment, participative management and a transformed and productive Municipality. 
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* MISSION OF AMAHLATHI MUNICPALITY 

The Amahlathi Municipality in partnership with the community shali create sustainable and 
better services for all, improve communications, emphasise the better usage of resources 
and provide infrastructure and build investor confidence. 

VALUES 

• Team work/ Trust /Honesty/Responsibility/Dedication; 
a Value and acknowledgement of the individual; 

o Transparent and clean government; 

» Tolerance/Understanding /Good Leadership; 

« Accountability /value for money /efficiency and affordability; and 

• Developmental Local Government striving for effectiveness and performance. 

In keeping with the constitution, Amahlathi up scaled the registration of indigent registration 
thereby totaling 2000 indigent beneficiaries that were registered in the in the year 2010/2011. 
This assisted those househoid consumers that due to a number of reasons found themselves 
not being able to afford to pay the services and benefited from this government package. The 
access to the Free Basic Services as part of the municipality’s electrification programme, in this 
financial year number of the benefiting household was in excess of 1 8 000. 

Expenditure patterns were in excess of 50% in this year. i his required improvements so that 
mechanism that would facilitate increased expenditure would be employed, this relates to but 
not conclusive of the procurement plans immediately the Council adopts the Annual budget 
latest by April. The municipality's supply chain processes contributed that was spent on the 
SMMEs and BEE, total to a RlOm. In ensuring sustain the ability of the financial status of the 
municipality as well as ensuring good governance and clean audit, seven (7) managers and four 
(4) were enrolled with institutions of higher learning. To increase the municipality’s revenue 
base the municipality reviewed the valuation roll and collection rate was in excess of 80 /o. 

Compliance with the Municipal Finance Management Act (MFMA) monthly financial reports 
were produced within the prescribed time. The municipality has neverfailed produce Annual 
Financial Statement (AFS) timeously for submission the Auditor General. The municipality 
ensuring adherence to the National Municipal Turn Around programme, amongst few of the 
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identified policy gaps, the municipaiity reviewed and adopted finance policies which incudes but 
not excluding the indigent Support Poiicy and Fixed Asset Management Policy. 

In keeping with the principles of good governance and clean audit, the Council being supported 
by the Audit Committee played a critical role of oversight of the audit action plan in order to deal 
with the Auditor General’s report. Risk management was also prioritised through the Approved 
fraud prevention plan and the risk management plan. The Audit Committee played a very crucia! 
role during this year of turbulences and it was responsible for keeping the financial viability and 
liquidity of the municipality irrespective of the political turbulences. Their role is indeed 
invaluable. The Oversight Committee also performed its oversight on the Annual Report and the 
Oversight Report was adopted by Council. Public participation also effective through the Ward 
Committee’s existence and the Community Development Workers (CDWs). The CDWs aiso 
displayed much needed community based interaction between government and the community 
at grassroots level. Intergovernmental Relations (IGR) also was effective through meetings as 
well as through co-operation between spheres of government. The management of the CWs by 
the Amahlathi Strategy Manager is but one of the instances of IGR in action. 

Marketing and promotion of Amahlathi and the Amahlathi Tourism and Craft products was 
successful done through the support of the Community Based Tourism Organisations (CTO) as 
well as the Local Tourism Organisations (LTO). This was further accompanied by the placement 
of the Visitor Information Centre operator. To sustain the CTOs and LTOs existence as well as 
to provide a platform for learning and sharing, meetings took place every quarter, including 
attending the District Tourism Organisation meetings. 

Amahlathi being the rural municipality, agricultural activities have and will continue to be 
supported towards promotion of growth and graduation from subsistence farmers as well as 
growth of black farm owners into commercial farming. Livestock improvement was prioritised 
hence the training on minimizing animal diseases and supply of chemicals for that use by the 
municipality. The subsistence farming was provided support in the form of tractors for ploughing 
the arable land. 

The municipality has performed well in the maintenance of the roads to ensure access to basic 
services. This has been done through the potholes management, repair of storm water 
drainage, maintenance of the gravel roads in order for the community to have a safe 
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environment, the street lighting programme is but one of the mechanisms employed by the 
municipality within the term-around cycle of six (6) days for repair of the street iights. Additional 
to this was the connection to electricity of consumers excess of 3 000. Extended Public Works 
Programme (EPWP) brought the employment of 480 people thereby contributing towards the 
fight against poverty. 
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Chapter 1: Organisational Transformation and Institutional Development - KPA 1 


The Mayor: Cllr. M. Peter 


S peaker : Mrs . Maqwaxaza 


Chief Whip: Ms. N. Mlahleki 


Acting Municipal Manager: Ms. V. Mbelani 






Budget & Treasury 
Cltr. Mhambi 
Portfolio Head 




Corporate Services 
Cllr. Z. Falo 

Portfolio Head 






Strategic Planning 
Cllr. P. Qaba 
Portfolio Head 


Community Services 
Cllr. A. Hobo 
Portfolio Head 


Comm. Empower, 
Cllr. N. Busika 
Portfolio Head 


Engineering Services 
Cllr. P. Liwani 
Portfolio Head 






Budget & Treasury 
Mr. Geof Hill 
Manager 



Corporate Services 
Mr. L. Durandt 
Manager 



Strat. Planning 
Mr. B. Ondala 
Manager 



Engineering Services 
Mr. B. Cooper 
Acting Manager 




Liwani 


ky 


Portfolio 
Busika 

Comm. Empowerment 
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IVIr. L. Durandt - General Manager 
Corporate Services 


1.1 Presentation of the organisational structure 

The tota! number of approved posts of the entire institution in the year 2010/2011 is presented 
in a form of quarterly reports submitted during the financial year: 

^ 1 st quarter: July 2010 = 179; August 2010 = 192; September 2010 = 208. 

> 2 nd quarter: October 2010 = 207; November 2010 = 206; December 2010 = 206. 

> 3 rd quarter: January 201 1 = 205; February 201 1 = 180; March 201 1 = 189. 

> 4 th quarter: April 201 1 = 1 88; May 201 1 = 1 87; June 201 1 = 1 86. 

NB: This kind of presentation above is due to variances that occurred during the year like: 
transfers, resignations and dismissals. 

For the first six months of the financial year Amahlathi Municipality's powers and functions 
included primary health care. As a result of the adjustment of the powers and functions Primary 
Health care was provincialized. There were no changes in the organizational structure 
compared tothe previous Financial Year. 

The municipality has four (4) Section 57 Managers and Municipal Manager. All the members of 
top management including the Municipal Manager signed the performance agreements as well 
as the employment contracts. 
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1.2 Staff development initiatives during the financial year 


NAME OF TRAINING 

NUMBER OF 

EMPLOYEES ATTENDED 

NUMBER OF COUNCILLORS 

ATTENDED 

Councilor induction 

- 

40 

Chain saw operator 

2 

- 

Weed eater operator 

8 

- 

Heavy duty driving 

10 

- 

Hydraulic crane operator 

4 

- 

High voltage 

2 

- 

Dispensing license 

3 

- 

Advanced LG Law and 

Admin 

2 

3 

CPMD 

7 

- 

Learnertraffic officer 

1 

- 

Policy development 

32 

- 

Effectively enhancing the 

1 

- 

role of Skills Development 

Framework 



Report Writing Skills 

10 

- 

First Aid Training 

25 

- 

Performance Management 
Training 
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> Human Resource Development Plan is not in Place. There Work Skills Plan needs to be 
updated. 

1.3 Key HRstatistics per functional area 


1 . Full time staff complement per functional area 

(a) MM/Section 57 and Line Managers 



Approved positions (e.g. MM- 
S57 etc...) 

Number of approved and 
budgeted posts per position 

Filled 

posts 

Vacant 

posts 

1 

Municipal manager 

1 

0 

1 

2 

Corporate service manager 

2 

1 

1 

3 

Finance manager 

2 

2 

0 


3 


4 

Engineering Services 

3 

3 

0 

5 

Strategic Planning 

1 

1 

0 

b 

Protection Service Manager 

1 

1 

0 

7 

Community Services 

1 

1 

0 


Total 

11 

9 
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(b) Staff complement per functional areas in the technical services (e.g. 
water, sanitation, waste management, electricity etc...) 

Staff complement - Waste Management Functional area: 


CATEGORY 

STUTTERHEIM 

CATHCART 

KEISKAMMAHOEK 

Drivers 

2 

0 

1 

T ractor drivers 

0 

1 

0 

Loading assistants 

10 

5 

5 

Waste site operator 

1 

0 

0 

Waste site controller 

1 

0 

0 

Street Sweepers 

3 

1 

o 

Casual workers 

5 

3 

3 

Independent contractors 

3 

0 

0 


2. I echnical staff registered with professional bodies 


Technical 

Service (e.g 

water, 

electricity 

etc...) 

Total 

number of 

technical 

service 

Managers 

Total number 

registered in 

the accredited 

professional 

body 

Total number pending 
registration 

confirmation in the 

accredited 

professional body 

Total number not yet 
registered in the 

accredited 

professional body 

Engineering 

2 

1 (Municipal 
engineers), 

1 (AMEU) 




3. Levels of education and skills 

• The updated Work Skills Plan will give a clear indication of the education 
skills of the people employed by Amahlathi. 
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4. List of pension and medicai aids to whom employees belong 


Names of pension fund 

No. of members 

SALA Pension Fund 

72 

Cape Joint Retirement Fund 

16 

SAMWU Provident Fund 

117 
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Chapter 2: Basic Service delivery performance highlights - KPA 2 



2.1. Water services 

NB: Water services is the function of Amathole District Municipaiity 

2.2. Electricity services 

We should refer to the audited statements 

2.3. Sanitation 

NB: Sanitation is the function of Amathole District Municipality 
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2.4. Road maintenance 


Function 

Road Transport 

Sub Function 

Roads 


Reporting 

Level 


Detail 


Overview: 


Construction and maintenance of roads within the Amahiathi Municipality’s 
jurisdiction 


Description 
of the 
activity: 


The road maintenance and construction responsibilities of the Municipality administered 
as follows and include: 

(i) Road Blading Plan 

(ii) Maintenance of the municipal roads within Amahlathi 

(iii) Provides access to rural villages 

(iv) Resealing plan for all tarred roads 
The municipality has a mandate to: 

(i) Provide maintenance to all municipal roads.subject to availability of funding, this 
includes the gravel roads as well as streets 
The strategic objectives of this function are to: 

(i) Maintenance of all municipal roads on a maintenance plan drawn up to distribute 

funding equally amongst the wards 

(ii) Maintenance of storm water drains 

(iii) Maintenance and repairing of culverts 

(iv) Replace broken storm water drainage pipes 

(v) Re-gravel and re-tar 
Key issues for 2010/1 1 

(i) To improve and provide access to areas which do not have decent access. 

(ii) To provide storm water drainage roads 

Maintenance of existing gravel roads and tared roads and infrastructure linked thereto 


Analysis of 
the 

Function 

1 


Statistics information 

Number and cost to employer of all personnel associated with road 
maintenance and construction: 

Professional (Engineering/Consultants) 


TOTAL 


COST 

R(000s) 

R790 
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Field (Supervisor/Foreman) 

3 

R500 


Office (Clerical/Administration) 

1 

140 


Non-professional (blue collar, outside workforce) 

38 

R3.572 


Temporary 

402 

R198 


Total number, kilometers and total value of road planned and current.' 


R(000s) 

2 

New bitumenised in kilometres 

0 

R0 


- Existing re-tarred in kilometres 

1 

R1.000 


New gravel in kilometres 

0 

R0 


Existing re-sheeted in kilometres 

75 

R16.420 


Total kilometers and maintenance cost associated with existing roads 


R(000s) 

3 

provided 



Tar 

Patchwork 

R280 


Gravel 

Patchwork 

R1.000 

4 

Average frequency ahd cost of re-tarring, re-sharing roads 


R(000s) 


- Tar - Patching per m 2 

m 2 

R122 


Gravel - Patching per m 2 

m 2 

R68 

5 

Estimated backlog in number of roads, showing kilometers and capital cost 


R(000s) 


Tar 

335KM 

R870 000 


Gravel 

1150KM 

R510.000 

Reporting 

Detai! 

Total 

Cost 

Levei 
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Type and number of grants and subsidies received: 


R(000s) 


(i) ADM Grant 

0 

R0 


(ii) MIG Grant 

0 

R14 027 

7 

Total operating cost of road construction and maintenance function 


R17.631 

Key 

Performance During the Year, Performance Targets Against Actual 

Current 

Targets 

Performanc 

Achieved and Plans to Improve performance 


e Area 





(i) Development of Roads blading plan and implementation 

DONE 



(ii) Maintenance of all municipal roads subject to funding 

DONE 



(iii) Provide access to villages subject to funding 

DONE 



(iv) Develop a re-sealing plan for all tarred roads subject to funding and 

DONE 



implementation 




(v) Stormwater maintenance 

DONE 
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2.5. Waste management - Mr. Cooper 


WASTE MANAGEMENT 

Council has an Integrated Waste Management plan and system in place, implemented in 2006. 
i his plan will be review in 2011/2012 with the assistance of Amatole District Municipality. This 
Department strives to implement and execute the plans formulated in the plan. 

WASTE GENERATION 

1 he waste produced is general waste from businesses and residential areas. Hazardous waste 
production is minimal owing to the lack of heavy industry and manufacturing enterprises within 
the municipality. 

The uncompacted waste generated in Amahlathi is: 

* Stutterheim 23 184mA 3 per year 

* Cathcart 2 520mA 3 per year 

* Keiskammahoek 2 880mA 3 per year 


WASTE COLLECTION 

Waste collection in Amahlathi is executed by the Amahlathi Municipality. The areas serviced are 
the urban centres of Stutterheim including Mlungisi, Cenyu village, Dohne and the new Kologha 
extention, Cathcart including 

Daliwe and Kati Kati, Keiskammahoek including Sophumulela and Tshoxa village. Kei Road and 
Amabele are serviced by truck from Stutterheim on a weekly basis and waste is disposed of at 
the Stutterheim Landfill. All 

rural areas within the municipal jurisdiction are not serviced by the municipality. This is due to 
road conditions, distances and insufficient budget. 
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The following table presents the Waste Management Staff compliment structured 
according to the serviced towns: 


CATEGORY 

STUTTERHEIM 

CATHCART 

KEISKAMMAHOEK 

Drivers 

2 

0 

1 

Tractor drivers 

0 

1 

0 

Loading assistants 

10 

5 

5 

Waste site operator 

1 

0 

0 

Waste site controller 

1 

0 

0 

Street Sweepers 

3 

1 

0 

Casual workers 

5 

3 

3 

Independent contractors 

3 

0 

0 


Waste Management vehicle compliment: 


CATEGORY 

STUTTERHEIM 

CATHCART 

KEISKAMMAHOEK 

Trucks 

2 RLC 

0 

1 (3 ton flatbed) 

Tractor and trailer 

0 

1 

0 

Landfill compactor 

1 

0 

0 

Front end loader 

1 

0 

0 

Roll on/off container truck 

1 

0 

0 
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WASTE DISPOSAL & TREATMENT: 

Incineration: 

All medical waste that is collected from the medical clinics is incinerated at the Stutterheim, SS 
Gida or Cathcart Hospitals. Provincial Health (Compass Waste) also removes medical waste 
from clinics and hospitals. 

Recycling: 

Recycling is taking place on a small scale at the Stutterheim waste site. We are currently in the 
process of developing a recycling and waste minimisation plant for Amahlathi. A compost area 
has also been identified to turn the garden waste received to compost. 


Landfill Sites; 

General waste collected in the serviced areas of Amahlathi is disposed of at three landfill sites. 
In all other areas waste is usually burnt or buried in localised pits. 

The operational landfill sites are: 

* Stutterheim (Licensed) air space 275 OOOmA 3 

* Cathcart (Unlicensed) in the process of developing a transfer station. 

* Keiskammahoek (Licensed) air space 19 673mA 3 


WASTE COLLECTION: 

This service comprises of the following; 

1 . Removal of refuse from households. 

2. Collection of business refuse 

3. Collection of Industrial refuse. 

4. Street cleansing service in CBD area. 
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5. Management of the Solid waste site. 

6. Minimisation of waste through recycling 


The service is rendered as follows; 

Stutterheim 

Mondays : All business and factories. 

Tuesdays : Residential Stutterheim town, Dohne, Amatolaville and Lower Kologha. 
Wednesdays : All business and factories. 

Thursdays : Residential Mlungisi and Cenyu. 

Fridays : All business and factories Kei Road and Amabele, the afternoon Kologha new 
development. 


Cathcart 


Mondays : Cathcart High school, hospital, old age home, town clinic, Elliot's, surgery, golf 
course, houses, shops. 


Tuesdays 

Wednesday 

Thursdays 

Fridays 


: Residential, street bins, butchery, shops, pickup paper at waste site. 

Kati-Kati refuse, business, street bins, pickup paper at waste site. 

: Daliwe refuse, street bins, pickup paper at waste site. 

: Cathcart high school, hospital, old age home, shops, butchery, surgery, street 

bins, pickup paper at waste site. 
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Keiskammahoek 


Mondays 

Tuesdays 

Wednesdays 

Thursdays 

Fridays 


: Residential and Business in town. 

: Residential and Drums in town and Park. 
: Sophumelela and Business. 

: Ash collection, collection of papers 
: Business and paper collection. 


The future planning for this service is to expand it to Mzamomhle where refuse is. not collected. 
This will be done similar as in the New Kologha development. The way that this is done is that 
contractors recruited from the communities and sign an agreement with the Municipality 
whereby they will collect the refuse from the households and store it at a central point where the 
refuse vehicle collects it. Future planning is also to provide the contractors with bulk containers 
to s t° re the bags until removed by the refuse truck. The planning is also to do this in the entire 
Mlungisi, Cenyu and Mzamomhle areas. The reason for this is that there are not sufficient 
refuse vehicles and staff to be able to do door to door collection and there are many areas that 
the trucks cannot get to due to the condition of the roads (too narrow for the truck, uneven 
ground, etc.). 


Management of the Solid waste site: 

All refuse collected is taken to the Solid Waste sites for treatment. Refuse deposited at the Solid 
waste site is compacted and covered in terms of the requirements set by the DEAT. This is to 
control smell, flies and the blowing of paper on the site. With the acquiring of the second hand 
Hanomag Landfill Compactor for the Stutterheim Solid waste site the condition on site has 
improved dramatically. The staff working on site attempts to ensure that the operation meets the 
requirement of the DEAT. We are currently in the process of establishing a transfer station in 
Cathcart from where the waste will be transported to the Stutterheim site. 


Some of our waste collection fleet are old and are regularly in the garage for repairs. This has a 
major effect on service delivery. Daily, we have to plan the day’s rounds to ensure that the 
service is rendered to the consumers. Due to the lack of reliable vehicles we find it difficult to 


8 



expand the service to other areas in fear that we will not be able to fulfill our commitment. 

We have embarked on the process of recycling to reduce the amount of waste going to the 
landfill sites. IWARS the service provider is currently busy with the implementation of the 
project as well as motivation for funds to do the second and third phase. The recycling will 
eventually be extended to Cathcart and Keiskammahoek and transported to the center in 
Stutterheim. 

Street cleaning: 

£>treet cleaning in the CBD area is the other area of Waste Collection and disposal. This area 
has its own problems and casual employees were contracted to assist in the cleaning process. 
The refuse collection vehicles collect the refuse bags from the streets for disposal. 


Level of standards in waste management services: 

ln the Kologha area a medium level of service is rendered. This means that it is not a door to 
door service. Contractors are contracted to collect the waste from the houses and stack at 
designated collection points from where the refuse trucks collect the refuse for disposal. 

All the other areas services are a high level service, meaning that the waste is collected from 
door to door once per week for domestic and three times per week for commercial. 


MAJOR CHALLENGES IN WASTE MANAGEMENT SERVICES AND REMEDIAL 
ACTIONS: 

Some of the vehicles are old and need regular repairs. This means that the vehicles are out of 
service resulting in a backlog in collection of the refuse. There are no backup vehicles to replace 
the vehicles that are at the garage for repairs. 

Request for funds on the Municipal Capital budget is done every year but due to the high 
demand from all departments for capital equipment as well as the limit on the percentage 
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increase on the capital budget, pressure is put on the Budget steering committee to distribute 
the availablefunds to the projects most in need. 

Due to the limited funds for operation and capital the expansion of the service to new areas 
could not always be done in the year planned. Funds will have to be provided on the operational 
budget to do sections and thus slowly increase the areas to be serviced. 

Gravel roads in some of the areas to be services are very bad. The vehicles cannot enter the 
areas especially on rainy days. This has the effect that the waste to be removed must stand 
over for the next removal. The engineering Services will have to ensure that these roads are 
maintained. 

The cleaning and keeping the CBD area free of litter is a major challenge. The employment 
contractors to clean this area will ensure that the area is clean. The contract will stipulate that if 
a certain area is littered the contractor will not be paid. 


2.6. Housing and town planning - Mr. B. Ondala 


(a) Major challenges in housing and town planning services and remedial actions 


Challenges 

Remedial Action 

* Lack of Funding for the identified housing 

• The municipality has approached the 

projects. 

Department of Human Settlement for 

financial assistance. 

e Land transfer that hinders the 

implementation of housing projects. 

• Decentralisation of powers by 
national to provincial government. 

• Lack of information on the ownership of 
land within the jurisdiction of land. 

» Land audit that needs to be 

conducted. 


• LGTA is assisting the municipality in 
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• Old Spatial Development that affect the use 

the reviewal of the SDF. 

of space in all the Service centres. 

® All newly implemented project , the 

• None compliancy with the EIA 

municipality will adhere to EIA 

requirements has led to units being built in 

wetlands. 

requirements. 


2.7 Spatial planning - Mr. B. Ondala 

(a) Preparation and approval process of SDF: 

The Spatial Development framework was developed and adopted in 2006, however 
because it is no longer relevant the municipality with the assistance of Local Government 
and Traditional Affairs is in a process of reviewing the SDF. 

(b) Land use management: 

The municipality has advertised and currently in the process of appointing a service provider 
f°r the rezoning of Cathcart, Keiskammahoek, Stutterheim and Kei-Road. 
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3.1 Brief presentation of LED strategy/plan: 

The Amathole District Municipality is in a process of reviewing its Amathole Regional Economic 
Development Strategy (AREDS) which focuses on stimulating the local municipalities including 
the Amahlathi Municipality. Amahlathi Local Municipality has budgeted for the current financiai 
year 2011/2012 for the development of LED strategy. The bid for tenders has been advertised in 
order to appoint a service provider for the development of the LED Strategy. 

The LED unit has been assisted by the LGTA with the deployment of an LED assistant from 
2010/1 1 - 2012/2013. The municipality provides assistance to several programmes that have 
been externally funded i.e. Sophakama Sonke co-op funded by DEDEAT. The Department is in 
a process of establishing an LED forum for Amahlathi. 

3.2 Progress towards achieving the LED key objectivesj 

(a) Improve public and market confidence 

The municipality s SDF is being reviewed. The Amahlathi municipality together with ASPIRE 
(Amathole Development Agency) is currently embarking on the small town regeneration for the 
3 towns Cathcart, Keiskammahoek and Stutterheim. This initiative has resulted in the building of 
stalls for informal traders and revamping of the existing rank to accommodate hawkers. 

The Central Business District (CBD) is currently being upgraded through construction of roads 
and sidewalks in Stutterheim. A commercial park is being built in Stutterheim at Mlungisi 
Township, access road and bridge linking the town and Mlungisi have also been completed. 
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A feas ibility study has been developed for the Fresh Produce market that i's proposed for the 

t°wn of Keiskammahoek in order to provide a market for the irrigation schemes and farmers in 
Amahlathi. 


(b) Exploit comparative and competitive advantage for industrial activities 

The mumcipality is well known for its forestry which is its competitive advantage, the 
municipality in partnership with ASPIRE are implementing a project the ABENZI Woodhouse 
which is a mini factory that employees 38 students on leaner-ship ( SETA accredited) that 
makes use wood to manufacture furniture. 

Also the Amathole District is in a process of developing ADM Industrial Strategy which will focus 
on exploiting each municipality’s competitive advantage. 

(c) Intensify Enterprise support and business development 

The mumcipality has partnered with both public and private institution in an attempt to provide 
support and develop SMMEs. The municipality works with ECDC, Department of Sport and 
Recreation to provide support to crafters (craft/sewing businesses). ECDC has assisted to 
formally register and developed a database for the crafters in order to provide. 

Amahlathi LED section is working with the Enterprise Development unit of the University of Fort 
Hare and Department of Economic Development, Environmental Affairs and Tourism to train 
small businesses and co-operative in Basic finance literacy, bookkeeping and development of 
Business Plans. Through Aspire the municipality has developed a small business mentorship 
programme by ECDC in order for small local business to take part and own shops in the 
commercial park being constructed in Mlungisi 


(d) Support social investment program 

We Provide support and have been instrumental in establishing a number of community 
associations i.e. Hawkers Association and Co-operative forum. 
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3.3 Annual performance as per key performance indicators in LED 



Indicator name 

Target set for 

the year 

Achievement level 

during the year 
(absolute figure) 

Achievement 

percentage 

during the year 

1 

Percentage of LED 

Budget spent on LED 

related activities. 

100% 

R240 000 

100% 

2 

Number of LED 

stakeholder forum held 

4 

1 

25% 

3 

Percentage of SMME that 

have benefited from a 

SMME support program 

100 

80 

80% 

4 

Number of job 

opportunities created 

through EPWP 

300 

200 

66% 

5 

Number of job 

opportunities created 

through PPP 

50 

0 

0% 


3.4 Challenges regarding LED strategy implementation 


Chalienges 

Possible solutions 

Less budget allocated to LED 

Shortage of staff 

Request for more budget from the council for 

2011/12 

Request the council to fund critical posts in 
2011/12 financial year. 
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Amahlathi Local Municipality 

(Registration number EC124) 

Annual Financial Statements for the year ended 30 June 2011 

Accounting Officer's Responsibilities and Approval 


The accounting officers are required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate 
accounting records and are responsible for the content and integrity of the annual financial statements and related financial 
information included in this report. It is the responsibility of the accounting officers to ensure that the annual financia! 
statements fairly present the state of affairs of the municipality as at the end of the financia! year and the results of its 
operations and cash flows for the period then ended. The external auditors are engaged to express an independent op.mon on 
the annual financial statements and was given unrestricted access to al! financial records and related data. 


The annual financial statements have been prepared in accordance with Standards of Generally Recognised Accounting 
Practice (GRAP). 


The annual financial statements are based upon appropriate accounting policies consistently applied and supported by 
reasonable and prudent judgements and estimates. 


The accounting officers acknowledge that they are ultimately responsible for the system of internal financial control established 
by the municipality and places considerable importance on maintaining a strong control environment To enable the accounting 
officers to meet these responsibilities, the accounting officer sets standards for internal control aimed at reducing the risk of 
error or deficit in a cost effective manner. The standards include the proper delegation of responsibilities withir i a clear y 
defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. 
These controls are monitored throughout the municipality and all employees are required to maintain the highest ethical 
standards in ensuring the municipality’s business is conducted in a manner that in all reasonable circumstances is above 
reproach. The focus of risk management in the municipality is on identifying, assessmg, managing and momtoring all known 
forms of risk across the municipality. While operating risk cannot be fully eliminated, the municipality endeavours to mimmise it 
by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied and managed witnin 
predetermined procedures and constraints. 


The accounting officers are of the opinion, based on the information and explanations given by management, that the system 
of internal control provides reasonable assurance that the financial records may be relied on for the preparation of the annual 
financial statements. However, any system of internal financial control can provide only reasonable, and not absolute, 
assurance against material misstatement or deficit. 

The accounting officers have reviewed the municipality’s cash flow forecast for the year to 30 June 2012 and, in the light of this 
review and the current financial position, they are satisfied that the municipality has or has access to adequate resources to 
continue in operationa! existence for the foreseeable future. 


The accounting officer is primarily responsible for the financial affairs of the municipality. 

The accounting officer certifies that the salaries, allowances and benefits of Councillors as disclosed in note 24 of these annual 
financial statements are within the upper limits of the framewoik envisaged in Section 21 9 of the Constitution read with the 
Remuneration of Public Office Bearers Act and the Minister of Provmcial and Local Governments determination m accordance 
with this Act. 


The external auditors are responsible for independently reviewing and reporting on the municipality's annual financial 
statements. The annual financial statements have been examined by the mumcipality’s external auditors and their report is 
presented on page 5. 


The annual financial statements set out on pages 5 to 50, which have been prepared on the going concern basis, weie 
approved by the accounting officer on 31 August 201 1 and were signed on its behalf by: 


GP Hill 

on behalf of Acting Municipal Manager 
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Amahlathi Local Munirinaiitw 

(Registration number EC124) ^ ^ 

An "“" F '"* n “' >°' '»* »» **.d 30 June 2011 

Stat ement of Fina ncial Position 

f»£uresinRand " 



Assets 

Current Assets 

Inventories 

Investments 

Cashin^ 0 ^ 00 ° f ' 0n9 ,erm recelv ables 
Uas n and cash equivalents 

Non-Current Assets 
Investment property 
Property, p/ant and equipment 
Long term receivables 

Non-Current Assets 
Current Assets 
Total Assets 

Liabilfties 

Current Liabilities 

Other financia/ liabilities 

X .™r r t, *'* bte "° m ''«»* 

Consumer deposits 
Relirement benefit obligation 

psr-'" * m '"**='* 


Non-Current Liabllities 
Other financial liabililies 
Retirement benefit obligation 

Non-Current liabilities 
Current Liabilities 
Totai Liabilities 

Assets 
Liabilities 
Net Assets 

Net Assets 
Accumulated surplus 


8 

5 

9 

10 
11 
7 
12 


3 

4 
7 


86.068 

103,558,884 

3,929,939 

384,789 

206,137 

6,686,123 

132,609 

71,806,281 

4.783,715 

443,381 

1.219,910 

224,292 

5,170,414 

114 , 851,940 

83 , 780,602 

37,526,422 

640,048 

19.616,996 

470,961 

38 , 166,470 

20 , 087,957 

38,166,470 

114,851,940 

153 , 018,410 

20, 087^957* 

83,780,602 

103 , 868,559 


13 
16 

17 

18 
6 

14 

15 


13 

6 


13,050 

11,605,834 

364,250 

391,410 

319,839 

12,628,408 


11.107 

12,993,315 

353,524 

306,169 

8.317,385 


27 , 167,813 

23 , 449,203 

600,455 

13,107,879 

614,050 

7,453,549 

13 , 708,334 

8 , 067,599 

13,708,334 

27,167,813 

40 , 876,147 

8.067,599 

23,449,203 

31 , 516,802 

153,018,410 

(40,876,147) 

112 , 142,263 

103,868,559 

(31,516,802) 

72 , 351,757 

112,142,263 

72,351,757 
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Amahlathi Local Municipality 

(Registration number EC124) 

Annual Financial Statements for the year ended 30 June 201 1 

Statement of Financial Performance 


; 2011 2010 

Fiaures in Rand 

Revenue 

20 

8,271,479 

7,579,219 

Property rates 

21 

25,047,945 

20,678,069 

Rendering of services 


294,918 

241,604 

Rental of facilities and equipment 


1,581,378 

2,257,726 

Interest income - debtors 


92,952 

52,084 

Fines 


_ 

2,284 

Licences and permits 

22 

88,088,176 

79,322,437 

Government grants & subsidies 


856,350 

1,971,669 

Motor vehicle registration 


1,499,937 

369,003 

Miscellaneous otherrevenue 


170,764 

97,528 

Other income 


_ 

128,615 

Reduction in bonus provision 

27 

5,798,600 

4,721,903 

Interest income - investment 


131,702,499 

117,422,141 

Total Revenue 




Expenditure 

24 

37,452,358 

28,251,927 

Personnel 

25 

8,102,207 

8,290,960 

Remuneration of councillors 


356,731 

- 

Vending management fee 

28 

646,313 

709,397 

Finance costs 

26 

4,898,795 

8,827,308 

Debt impairment 


397,643 

439,845 

Leave pay provision 


4,913,097 

3,319,373 

Repairs and maintenance 

30 

13,495,863 

11,236,967 

Bulk purchases 

23 

22,136,500 

18,359,689 

General expenses 


92,399,507 

79,435,466 

Total Expenditure 


487,514 

582,926 

Fair value adjustments 


131,702,499 

117,422,141 

Revenue 


(92,399,507) 

(79,435,466) 

Expenditure 


487,514 

582,926 

Other 


39,790,506 

38,569,601 

Surplus forthe year 
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^« 0 f!i L e °“L? lunici P ali 'y 

Annual Flnanda, s UKmm , for ended 30 Jnne 20, , 

atateme nl of Changes in Net 

F'gures in Rand 


?5usimeS? nCeaSpreVi0us| y re P°rted 

Pnor period errors affecting net assets 

Balance at 01 J u | y 2009 as restated 
Changes in net assets 
Surplus for the year 
Change in accounting policy 
Total changes 

?5 e usimeSi anCe 35 PreVi0US, y re P°^d 

Fundamental errors affecting net assets 

Balance at 01 July 2010 as restated 
Changes m net assets 
Surplus for the year 

Total changes 
Balance at 30 June 2011 
Note(s) 


Accumulated 
surplus 

Total net 
assets 

30,192,564 

30, 1 92,564 

3,476,140 

3,476,140 

33,668,704 

33,668,704 

38,569,601 

113,452 

38,569,601 

113,452 

38,683,053 

38,683,053 

71,518,827 

71,518,827 

832,930 

832,930 

72,351,757 

72,351,757 

39,790,506 

39,790,506 

39,790,506 

39,790,506 

112,142,263 

112,142,263 


2&36 
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Amahlathi Local Municipality 


(Registration number EC124) 

Annual Financial Statements for.the year 


ended 30 June 201 1 


Cash Flow Statement 

Figures in Rand 


Note(s) 


2011 2010 


Cash flows from operating activities 
Receipts 

Sale of goods and services 
Grants 

Interest income 


Payments 
Employee costs 
Suppliers 
Finance costs 


Total receipts 
Total payments 

Net cash flows from operating activities 

Cash flows from investing activities 

Purchase of property, plant and equipment 
Purchase of financial assets 
Increase in long term receivables 
Proceeds from sale of long term receivables 

Net cash flows from investing activities 

Cash flows from financing activities 

Repayment of other financial liabilities 
Net cash flows from financing activities 

Net increase/(decrease) in cash and cash equivalents 
Cash and cash equivalents at the beginning of the year 

Cash and cash equivalents at the end of the year 


33,829,297 

27,158,095 

92,399,198 

76,467,491 

5,798,600 

4,721,903 

132,027,095 

108,347,489 


(45,554,565) 

(36,542,886) 

(35,007,252) 

(31,591,133) 

(124,956) 

(140,904) 

(80,686,773) 

(68,274,923) 

132,027,095 

108,347,489 

(80,686,773) 

(68,274,923) 

51 , 340,322 

40 , 072,566 


(17,909,426) 

(19,616,996) 

(31,752,603) 

(20,695,027) 

(150,932) 

- 

- 

589,851 

( 49 , 812 , 961 ) 

( 39 , 722 , 172 ) 


(11,652) 

(235,715) 

( 11 , 652 ) 

( 235 , 715 ) 

1 , 515,709 

114,679 

5,170,414 

5,055,734 

6 , 686,123 

5 , 170,414 
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An„„„ Finandal s,„e m »„, a , or ^ f 

Ac counting Policies 

1- Preparation of Annual Financial Statements 

ta!S 0,!CC ““" ,i "» “ S ■» » accordance wiih ,n, 

SS ■“ "»■ adopled 
provtsions as applicable and described beiSw 9 S ' 3ndards Board in ^arcb 2009 and have^^^ coniain ^ in 
Thnen . „ ao°pt ec i the transilional 

' he,e '°”“ S °“ G W “ “ e,Pr ' !, “"’ 1 °' S “ *«““• - - oparations o, m „„ iap „„ ly , „ 

^ r\A H 1 a a * _ _ 


GRAP 1 
GRAP 2 
GRAP 3 
GRAP 5 
GRAP 9 
GRAP 12 
GRAP 13 
GRAP 14 
GRAP 16 
GRAP 17 
GRAP 19 
GAMAP 9 
GRAP 102 
IPSAS 20 
IPSAS 21 
IFRS7 
IAS 19 
IAS 32 
IAS 39 
IFRIC4 


SSS;“ s, *“* 

Sorrowing^cos/f ' eS ' Chan 9 es ln Accounling Eslimales and Errors 

Inventorfes 0 * 1 Exchan P° Tr a„saclio„s 
Leases 

Events after the Reporting Date 
fnvestment property 
Property, Plant and Equipment 

p.° 

Intangible Assets on ^xchange Transactions 

Related Party Disclosure 

Impairment of non-cash generatino asspt^ 

p^° Clal ’nstruments: Disclosures 

Employee Beneffts 

Financial Instruments: Presentation 

a i d Meas — * 

a neiner an arrangement contains a lease 


The standards prescribed are the efft 

11 - — of estlmation „„oe„„ nly ’ ““ 

followina are fhp 


* a icase 
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esnmation uncertainty 

The following are the critical iuda 

ha » e nr.de prccess 
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Amahlathi Local Municipality 

(Registration number EC124) 

Annual Financial Statements for the year ended 30 June 201 1 

Accounting Policies 


1.1 Significant judgements and sources of estimation uncertainty (continued) 

Available-for-sale Financial assets 

operational and financing cash flow. 

Allowance for slow moving, damaged and obsolete stock 

Fairvalue estimation 

municipality is the current bid price. 

r=rHSS5Ss:ir:r 

the end of the reporting period. 

tss 

current mart<et interest rate that is available to the mumcipality for stmilar fmancial instruments. 

Provisions 

Provisions were raised and management determined an estimate based on the information available. Additional disclosure of 
these estimates of provisions are included in note 15 - Provisions. 

Post retirement benefits 

changes in these assumptions will impact on the carrying amount of post retirement obl.gations. 

The municipality determines the appropnatedi^ bTrequi'red to settleThe post retirement medical 

,o determine the present value ofe ^ rates of high-quality corporate 

£gSS£' dlno^ will be paid, and that have terms to maturity approximating 

the terms of the related post retirement medical liability. 

Other key assumptions for post retirement medical obligations are based on current market conditions. Additional information is 
disclosed in Note 6. 

Allowance for doubtful debts 

flows discounted at Ihe effective interest rate, computed at initial recogmtion. 
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Investment property is initially recognised at r.nct r ^ 
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investme , 

All properties held to earn market jflated rentm f ngu.sh mvestment properties from owner 

* ' 1^ S ^ hsa ^s^r n °‘ USed ,or 

A bulding o.,n e d by ' lhe “ ■ «I»« »s beld r„, 

The following assets do not fall in the ambit of I ° n * Commercial bas 's to 

SSUl2i^Ki! u * nl, '“ SS^r* =cup ^* 

• r=»iC~ 

C '° P ^ ,ba ' *“ lo», o, given op ,» ^ ^ 

Property interests held under ooemtinn i= 

circumstances: P t,n9 leases are classified and accounted for as investment 

38 mves,menf P ra Perty in the following 

When classification isdifficult the rritnw, 

properly held for sale in (he oidina^ course^ofbusbiessf are 1 as'foMo«*° t proper1 r f,om ow „er.occupied propedy a„d f,om 
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Amahlathi Local Municipality 

(Registration number EC124) 

Annual Financial Statements for the year ended 30 June 201 1 


1.2 Investment property (continued) 

Transitional provision 

Investment property is reported at provisional amounts (Nil value), due to the fact that the initial accounting for Investmen. 
propertywas incomplete by the end of a reporting period in which the Standard became effect . 

Inveslmenl property was n., disclosed in '^°.(( nl, (^'| s si ^ m ^ n J^ r , m^'noL^o?he'annuL,5nanci'3l's,a«menls. ^No other 
circumstances that existed on the effective date of the Standard 

„ ls expected ,he me.scemen, ., in.eslmen, OTJ,- « = in , *"" d “ P, ° P ""'’ 

plant and equipment which are expected to be finalised by 30 June 2012. 

1.3 Property, plant and equipment 

more than one period. 

! he fS '" m «* “ "* m “ nldpali,,; 

. fhe cost of the item can be measured reliably. 

Property, plant and equipment is initially measured at cost. 

Property. plant ,nd '"S . “ '“ m ° , ”'°»e"y. pM and 

h L a ? »»*« «» — * nd , *'“ dn » "* * dn whiph * » 

located. 

Where an asset is acquired at no cost, or for a nominal cost, i.s cos. is its fair value as a. date of acquisition. 

Where an asse. is acquired by the municipali.y fbr no or nominal consideration (i.e. a non-exchange transaction). the cos. is 
deemed to be equal to the fair value of that asset on the date acquired. 

Where an item of property, p.ant ^ * 

costl the carrying amount of the asset(s) given up. 

When significant components of an item of property, p.ant have different usefu. iives, they are accounted for as 

separate items (major components) of property, plant and equip e . 

property. p„el and eguipmenl. Ihe crrying amoun, ol ,he replacd p,d is derecogmsed. 

The UU eslimale ol U .1 disman.ling ,nd r.mo.ing jn, „e 

JSSS? ptenffi Wlpment ,re S.counl.d l.r ,s pr.peny. p„n, ,nd «,uipm,n,. 

reslafedbproporiiona^y'viilhSne chLge'STinegroccafr^ngammjmoHne acet'solhauhe'crryfng amoumof fhe'asse, after 

revaluation equals its revalued amount. 
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Accounting Policies 

13 Pr ° Perty ' P lantand equipment (continued) 


" re ’ ,ra ' ^h, " ne " °™ r u “ ru ' to — 

estimated useful lives. ’ de P recia led separately. The depreciadon raTes are basld T'fh °f t0 Wh °' e 

Oepreciaiion only commences when the assel is available for use unless staled oth ^ “°™ 3 

Subsequent expenditure r ' GSS Sta ed otherw, se. 

Average useful fife 


Item 

Infrastructure 

Roads and paving 
Cemetries 
Airports 
Sewerage 
Housing 
Other 

Buildings 

Plant andmachinery 
IT equipment 
Furniture and fittings 
Community 

Assets under construction 
tlectricity 


10-50 years 
15-30 years 
20-25 years 
25 years 
Not depreciated 

10-30 years 
4-15 years 
5 years 
7 years 

Not depreciated 
10-50 years 


1 0-50 

Incomnlata r* 


Incompiete Construction work 


Incomplete conslruction work is 
Finance Leases 


stated at historical cost. Depreciation only 


commences when the asset is available for 


use. 


Heritage assets X 

cSr„r;s r rs h s, ssivszr™ m ** - *»» « ^ _ 



Amahlathi Local Municipality 

(Registration number EC124) 

Annual Financial Statements for the year ended 30 June 201 1 

Accounting Policies 


1.3 Property, plant and equipment (continued) 


Infrastructure assets 


Infrastructure assets are any assets that are part of a network of similar assets. Infrastructure assets are shown at cost ess 
accumulated depreciation and accumulated impairment. Infrastructure assets are treated similarly to all other assets of the 
municipality in terms of the asset management policy. 

Derecognition of property plant and equipment 


The carrying amount of an item of property, plant and equipment is derecognised on disposal, or when no future economic 
benefits or service potential are expected from its use or disposal. 

The gain orloss arising from the derecognition of an item of property, plant and equipment is mcluded in surplus or deficitwhen 
the item is derecognised. Gains are not included in revenue. These are included in other income. 


G-iins or losses are calculated as the difference between the net book value of assets (cost less accumulated depreciation and 
accumulated impairment losses) and the sales proceeds. This is included in the Statement of Financial Performance as a gain 
or loss on disposal of property, plant and equipment. 


Transitional provisions 


In terms of directive 4 the municipality is not required to measure property, plant and equipment for reporting penods beginnmg 
on or after a date within three years following the date of initial adoption of the Standard of GRAP on Property, Plant an 
Equipment. The Standard of GRAP on Property, Plant and Equipment was initially adopted on 1 July 2009. 

Due to the fact that the municipality has taken advantage of the transitional provisions, property, plant and equipment were not 
recoqnised and measured in accordance with the Standards of GRAP on: Property, Plant and Equipment, the Presentation of 
Financial Statements, Effect of Changes in Foreign Exchange Transactions, Leases .Segment Report.ng, and Non-current 
Assets Held for Sale and Discontinued Operations. 

Property, plant and equipment acquired prior to the date of initial adoption of the Standard of GRAP is measured at provisional 
amounts (Nil value) in line with Directive 4. Additions to property plant and equipment since the Standard of GRAP on Property, 
Plant and Equipment was initially adopted are recognised at cost. No depreciation is recognised on these assets as all the 
related elements of the depreciation calculation could not be considered at year end. 

No measurement adjustments were made for the year ending 30 June 2011. 


Impairment of assets 


Cash generating assets 

The municipality assesses at each reporting date whether there is any indication that an asset may be impaired. If any such 
indication exists, the municipality estimates the recoverable amount of the asset. 

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the tndividual asset. If it is not 
possible to estimate the recoverable amount of the individual asset, the recoverable amount of the cash-generating umt to 

which the asset belongs is determined. . . n . .. 

The recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and its value in 

use. 


If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to its 

recoverable amount. That reduction is an impairment loss. ... .... . , r .. 

An impairment loss of assets carried at cost less any accumulated depreciation is recogmsed immediately in surplus or deficit. 
An impairment loss is recognised for cash-generating units if the recoverable amount of the unit is less than the carrying 
amount of the unit. The impairment loss is allocated to reduce the carrying amount of the assets of the umt on a pro rata basis 
of the carrying amount of each asset in the unit. 


A municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in prior 
periods for assets may no longer exist or may have decreased. If any such indication exists, the recoverable amounts of those 
assets are estimated. 


The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying 
amount that would have been determined had no impairment loss been recognised for the asset in prior periods. 
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Ac counting Policies 

13 Property - P ,ant and equipment (continued) 

A 


in surplus 


or r defid| al0fanimpairmenllosso,ass „s carried al oosf ,ess accumulated depreciation is recognised mimedialely 

••opa'nneni of no n cash ganerating assets 

" 'Js “ s ’' ™' be i ” p ‘' rM - " m 

cash-generating uni, t o wtiich ^e^s^beiongs'^deternTined' '""'^^^"^^^PPaetaPte'setvlce amount 1 of th SOi " 

An impairrlfent'loss oTHssets Sr 'ied^Tcos" ie impai ™ en S' n9 amount °f 'heasset is reduced to its 

A municipality assesses at 1 °n a pro 

of tholVassSre^stimaS 96 ' eX ' St ° r may i n prior 

1.4 Pinqn.:. i! * Qnised 


1,4 F,na ncial Instruments 
Classification 

Consumer debtors 
Certain other debtors 

,nvesf ment deposits 
Bank balances and cash 

;rr:"— —■ — -- 


Type of FinanclalAsset 

Ban? 'h 6 r inves,men ‘ deposits - call 
Bank balances and cash 

Long-term receivables 
Consumer debtors 
Other debtors 

Investments in fixed deposits 


Hl a iri S , ifiCat ! 0n in terms °f IAS 39.09 

Held-to-matunty investments 
, asn and cash equivafents 
Loans and receivables 
Loans and receivables 
Loans and receivables 
Held-to-maturity investments 
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Amahlathi Local Municipality 

(Registration numberEC124) 

Annual Financial Statements for the year ended 30 June 201 1 

Accounting Policies 


1.4 Financial instruments (continued) 


Loans and receivabtes are non derivative financial assets with fixed or determinable payments ihat are ncrt J ? uoted an act '* e 

market. They are included in current assets. except for maturities greaterthan 12 mon hs. wh'ch are ® ,ass '^? n ° n ' c “". ent 
assets. Loans and receivables are recognised initially at cost which represents fair value. After imtial recogmt on financial 
assets are measured at amortised cost, using the effective interest rate method less a provision for impairment. 


Held-to-maturity Investments are financial assets with fixed or determinable payments and fixed maturity where the municipality 
has the positive intent and ability to hold the investment to maturity. 


Cash includes cash on hand (including petty cash) and cash with banks (including call deposits). Cash equivalents are short- 
term highly liquid investments, readily convertible into known amounts of cash, that are held with registered banking institutions 
with maturities of three months or less and are subject to an insignificant nsk of change in value. For the pu^oses of the cash 
flow statement, cash and cash equivalents comprise cash on hand, deposits held on call with banks, net of bank overdrafts. 


The municipality categorises cash and cash equivaients as financial assets.. 

A financial liability is a contractual obligation to deliver cash or another financial asset to another entity. The mumcipality has 
the following types of financial liabilities: 

• Long-term liabilities 

• Certain other creditors 

• Bank overdraft 

• Short-term loans 

• Current portion of long-term liabilities 

• Consumerdeposits 


There are two main categories of financial liabilities, the classification determining how they are measured. Financial liabilities 

may be measured as: 

• Fair value through profit or loss; or 

• Other financial liabilities. 


Financial liabilities that are measured at fair value through profit or loss are financial liabihties that are essentially held 
trading (i.e. purchased with the intention to sell or repurchase in the short term; denvatives other than hedging instruments or 
are part of a portfolio of fmancial instruments where there is recent actual evidence of short-term profiteering or are 
derivatives). Financial Uabitities that are measured at fair value through profit or loss are stated at fair value, with any resulting 
gain or loss recognised in the Statement of Financial Performance. 

Any other financial liabilities are classified as "Other financial liabilities" and are initially measurec I at fair value, let of 
transaction costs. Other financial liabilities are subsequently measured at amort.sed cost using the effective interest method, 
with interest expense recognised on an effective yield basis. 


In accordance with IAS 39.09 the Financial Liabilities of the municipality are all classified as "Other financial liabilities . 


Classification depends on the purpose for which the financial inslruments were obtained / incurred and ' takes , at ® n ‘ l j a ' . 
recognition Classification is re-assessed on an annual basis, except for derivatives and financial assets designated as at fair 
value through surplus or deficit, which shall not be classified out of the fair value through surplus or deficit category. 


Initial recognition and measurement 

Regular way purchases of financial assets are accounted for at trade date. 


Financial assets 

Held-to-maturity Investments and loans and receivables are initially measured at fair value plus transaction costs that are 
directly attributable to the acquisition or issue of the fmancial asset. Subsequently, these assets are measured at amortised 
cost using the effective interest rate method less any impairment, with revenue recogmsed on an effective yield basis. 


Financial liabilities 

Financial liabilities at fair value are initially and subsequently measured at fair value. Other fmancial liabilities are measured at 
amortised cost using the effective interest rate method. 
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Accounting Policies 


1.4 Financial instruments (continued) 

Trade and other payables 

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the effactive 
interest rate method. 

Cash and cash equivalents 

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid investments that 
are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value. These are imtially 
and subsequently recorded at fair value. 

Held to maturity Investments 

These fmancial assets are initially measured at fair value plus direct transaction costs. 

At subsequent reporting dates these are measured at amortised cost using the effective interest rate method, less any 
impairment loss recognised to reflect irrecoverable amounts. An impairment loss is recognised in surplus or deficit when there 
is objective evidence that the asset is impaired, and is measured as the difference between the investment’s carrying amount 
and the present value of estimated future cash flows discounted at the effective interest rate computed at initial recognition. 
Impairment losses are reversed in subsequent periods when an increase in the investments recoverable amount can be 
related objectively to an event occurring after the impairment was recognised, subject to the restriction that the carrying amount 
of the investment at the date the impairment is reversed shall not exceed what the amortised cost would have been had the 
impairment not been recognised. 

Financial assets that the municipality has the positive intention and ability to hold to maturity are classified as held to maturity. 


Derecognition 
Financial Assets 

The municipality derecognises financial assets only when the contractual rights to the cash flows from the asset expire or it 
transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another entity, except when 
Council approves the write-off of financial assets due to non - recoverability. 

|f the municipality neither transfers nor retains substantially all the risks and rewards of ownership and continues to control the 
transferred asset, the municipality recognises its retained interestin the asset and an associated liability for amounts itmay 
have to pay. If the municipality retains substantially all the risks and rewards of ownership of a transferred financia! asset, the 
municipality continues to recognise the financial asset and also recognises a collateralised borrowing for the proceeds 
received. 

Financial liabilities 

The municipality derecognises financial liabilities when, and only when, the municipality's obligations are discharged, cancelled 
or they expire. 

1.5 Leases 

The municipality as a lessee 

Leases are classified as finance leases where substantially all the risks and rewards associated with ownership of an asset are 
transferred to the municipality. Property, plant and equipment or intangible assets subject to finance lease agreements are 
capitalised at amounts equal to the fair value of the leased asset or, if lower, the present value of the minimum lease payments, 
each determined at the inception of the lease. Corresponding liabilities are included as finance lease liabilities. The 
corresponding liabilities are initially recognised at the inception of the lease and are measured as the sum of the minimum 
lease payments due in terms of the lease agreement, discounted for the effect of interest. In discounting the lease payments, 
the municipality uses the interest rate that exactly discounts the lease payments and unguaranteed residual value to the fair 
value of the asset plus any direct costs incurred. Lease payments are allocated between the lease finance cost and the capital 
repayment using the effective interest rate method. Lease finance costs are expensed when incurred. 
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Accounting Policies 

1.6 Inventories (continued) 

Redundant and slow-moving inventories are identified and written down from costto net realisable value with regard to their 
estimated economic or realisable values and sold by public auction. Net realisable value is the estimated selling price in the 
ordinary course of business, less applicable variable selling expenses. Differences arising on the valuation of inventory are 
recognised in the statement of surplus and deficit in the year in which they arose. The amount of any reversal of any write-down 
of inventories arising from an increase in net realisabie value or current replacement cost is recognised as a reduction in the 
amount of inventories recognised as an expense in the period in which the reversal occurs. 

The carrying amount of inventories is recognised as an expense in the period that the inventory was sold, distributed, written off 
or consumed, unless that cost qualifies for capitalisation to the cost of another asset.. 

Current replacement cost is the cost the municipality incurs to acquire the asset on the reporting date. 

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition.Where inventory is manufactured, constructed or produced, the cost includes 
the cost of labour, materials and overheads used during the manufacturing process. 

The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and segregated for 
specific projects is assigned using specific identification of the individual costs. 

Transitlonal provision 

According to the transitional provision, the municipality is not required to measure inventories for reporting periods beginning 
on or after a datewithin three years following the date of initial adoption of the Standard of GRAP on Inventories. Inventories 
has accordingly been recognised at provisional amounts, as disclosed in note 8. The transitional provision expires on 30 June 
2012. 

1.7 Impairmentof cash-generating assets 

Cash-generating assets are those assets held by the municipality with the primary objective of generating a commercial return. 
When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a commercial 
return. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition 
of the loss of the asset’s futui e economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a commercial 
return that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or 
groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 

Depreciation (amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fairvalue less costs to sell is the amount obtainable from the sale of an asset in an arm's length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use. 
Useful life is either: 

• the period of time over which an asset is expected to be used by the municipality; or 

° the number of production or similar units expected to be obtained from the asset by the municipality. 
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Employee benefits 
Short-term employee benefits 
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1.10 Revenue recognition 

Revenue comprises the fair value of the consideration received or receivable for the sale of goods and services in the ordinary 
course of the municipality’s activities. Revenue is shown net of value-added tax, returns, rebates and discounts. 

The municipality recognises revenue when the amount of revenue can be reliably measured, it is probable that future economic 
benefits or service benefit will flow to the municipality and when specific criteria have been met for each of the municipality's 
activities. The amount of revenue is not considered to be reliably measurable until all contingencies relating to the sale have 
been resolved. The municipality bases its estimates on historical results, taking into consideration the type of customer, the 
type of transaction and the specifics of each arrangement. 

Revenue from exchange transactions refers to revenue that accrued to the municipality directly in return for services rendered I 
goods sold, the value of which approximates the consideration received or receivable. 

Revenue from non-exchange transactions refers to transactions where the municipality received revenue from another entity 
without directly giving approximately equal value in exchange. Revenue from non-exchange transactions is generally 
recognised to the extent that the related receipt or receivable qualifies for recognition as an asset and there is no liability to 
repay the amount. 

1.11 Revenuefrom exchange transactions 
Service Charges 

Service charges relating to electricity are based on consumption. Meters are read on a monthly basis and are recognised as 
revenue when invoiced. Provisional estimates of consumption, based on the consumption history, are made monthly when 
meter readings have not been performed. The provisional estimates of consumption are recognised as revenue when 
invoiced, except at year-end when estimates of consumption up to year-end are recorded as revenue without being invoiced. 

Adjustments to provisional estimates of consumption are made in the invoicing period in which meters have been read. These 
adjustments are recognised as revenue in the invoicing period. In respect of estimates of consumption between the last 
reading date and the reporting date, an accrual is made based on the average monthly consumption of consumers. 

Service charges relating to refuse removal are recognised on a monthly basis in arrears by applying the approved tariff to each 
property that has improvements. Tariffs are determined per category of property usage, and are levied monthly based on the 
number of refuse containers on each property, regardless of whether or not all containers are emptied during the month. 

Finance income 

Interest earned on investments is recognised in the Statement of Financial Performance on the time proportionate basis that 
takes into accountthe effective yield on the investment. 

Tariff charges 

Revenue arising from the application of the approved tariff of charges is recognised when the relevant service is rendered by 
applying the relevant authorised tariff. This includes the issuing of licences and permits. 

Income from agency services 

Income for agency services is recognised on a monthly basis once the income collected on behalf of agents has been 
quantified. The income recognised is in terms of the agency agreement. 

Sale of goods 

Revenue from the sale of goods is recognised when all the following conditions have been satisfied: 

• The municipality has transferred to the buyer the significant risks and rewards of ownership of the goods. 

• The municipality retains neither continuing managerial involvement to the degree usually associated with ownership 
nor effective control over the goods sold. 

• The amount of revenue can be measured reliably. 

• lt is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality. 

• The costs incurred or to be incurred in respect of the transaction can be measured reliably. 
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1.11 Revenue from exchange transactions (continued) 

Rentals 

— - 

Inleresl ,s -ecog„,sed in su T ,„s o, deM. us,„, Ihe e.ecfc, rat . mew 

pe?.™?* " ,h ' Pri “ ° f !>'“■« - n.cogniseo ,s ra ,.„ u . „„„„„ ^ ^ ffie ^ 

1.12 Revenue from non-exchange transactions 
Measurement 

R«.s, Induding .olle.«„„ „ harg . s 

recog„,sedv^e^u e c “ 1 ' am t ° um r s “9 n 'Sedwhe„thelegale„hUeme„t,ot h ,s _ 

basis with reference to the DrincinJ * 3nforceab,e - p enalty interest on unoaid Co,,ect,on cb arges are 

charging differen, rate tariffs is employed. 

Fines 

co^cted/ ePel,h ^' ehhe ^ e " h "°^‘“ U ^“^c Se s San d e sumr^onsM h haJ p a r . c °g.^.e.^he„payme„i,s 

Public contributions 

Other Oonations ,nd contributions d, "° n ' 3 " abNity is ^cognised ° 

such ileois ol'p^;;^.” I* I" «1. '»» .1 property, p,a„, e„ d .guip™.,, wh ,„ 

Government grants 

o, expenses or tosses dS™ SL' , ' ,ab “ ,y '* r.cognised. Go.emmenl “ e "" t1 * 1 “» »«'»■ 

onhe credhor a „ a „„ 
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1.12 Revenue from non-exchange transactions (continued) 


The municipality accounted for government grants and receipts in the previous financial year m accordance with the 
reouirements of IAS 20.24 and .26, GAMAP 12.8, GAMAP 17.25 and GAMAP 9.42 - .46, as appropnate, and not m 
accordance with the requirements of the entire IAS 20 as these requirements, other than IAS 20.24 and .26, were exempted in 
terms of General Notice 522 of 2007. 


The municipality accounted for government grants and receipts for the year ended 30 June 2009 
practicable) in accordance with the requirements of GAMAP 9.42 - .46 and ASB Directives 4. 
Government grants are recognised as revenue when: 

• it is probable that the economic benefits or service potential associated with the transaction 

• the amount of the revenue can be measured reliably, and 

• to the extent that there has been compliance with any restrictions associated with the grant. 


(and retrospectively, where 


will flow to the municipality, 


Other grants and donations 

The municipality transfers money to individuals, organisations and other sectors of government from time to time. When 

makinq these transfers, the municipality does not: . 

• receive any goods or services directly in retum, as would be expected m a purchase or sale transaction, 

■ expect to be repaid in future; or 

• expect a financial return, as would be expected from an investment. . . . _ 4 ^intha 

These transfers are recognised in the statement of surplus or deficit as expenses in the penod that the events giving nse to the 

transfer occurred. 


1.13 Borrowing costs 

Borrowing costs are recognised as an expense in the period in which they are incurred. 

1.14 VAT 

The Municipality accounts for Value Added Tax on the payments basis. 


1.15 Comparative figures 

Whoil the presentation or classification of items in the Annual Financial Statements is amended, prior period comparative 
amounts are reclassified. The nature and reasons for the reclassilication are disclosed. 


1.16 Unauthorised expenditure 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions of an 
allocation received from another sphere of government, municipality or organ of state and expenditure in the form of a grant 
that is not permitted in terms of the Municipal Finance Management Act (Act TMo 56 of 2003). Unauthonsec I expenditure : is 
accounted for as an expense in the Statement of Financial Performance. If the expenditure is not condoned by the Council 
treated as an asset until it is recovered or written off as irrecoverable. 

1.17 Revenue from Recovery of Unauthorised, Irregular, Fruitless and Wasteful Expenditure 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated procedures, 
including those set out in the Municipal Finance Management Act (Act No.56 of 2003) and is recogmsed when the recovery 
thereof from the responsible councillors or officials is virtually certain. Such revenue is based on legislated procedures. 


1.18 Irregular expenditure 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No 56 of 2003), the 
Municipal Systems Act (Act No 32 of 2000), the Public Office Bearers Act (Act No 20 of 1998) or is in contravention of the 
Municipality's or Municipal Entities' supply chain management policies. Irregular expenditure excludes unauthorised l 
expenditure Irregular expenditure is accounted for as an expense in the Statement of surplus or deficit. If the expenditure is not 
condoned by the Council it is treated as an asset until it is recovered or written off as irrecoverable. 
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1.19 Fruitless and wasteful expenditure 

B3S~S=~- 

i.zu Presentation of currency 


presented in South Afncan Rand (rounded off to the nearest Randj which is the 

1.21 Offsetting 

A S «, S . Iiabtlit.es. revenue .„d expen.e. n„. „ ol oMng „ b> , „ f 


1.22 Changes in accounting policies, estimates and errors 


the e ch UirementS ’ ^ been applied reU °spectively in accordance with GRAP 

'equfremel^S GRip e was^xfmptei iMhep 5 accountin 9 P°»cies affected by management in 

ssx — ~ aasf Ksk. 

estimates are disclosed inTeToteTto^^ De.ailsofchanges in 

reT^erTnT^exTpUMhe^exteTtlia^t'i^impracTaljletodT ' 0 * 1 '*^ 6 ^ ° CCUrred in accor d an ce with GRAP 3 

Sl' 1 ‘“F* ^ > r 5 n ^^^ if ° ne Party haS ,he abi,i 'y. d-rectly or 

1.24 Cnntinnant .. y ’ 


1.24 Contingent assets and contingent liabilities 

2S„S aSSeB “ n,inssW “«» - ™ ,.» 9 ni»d. Contingencies 


are disclosed in the notes to the annual financial 
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Ac counting Policies 

1.25 Treatment of administration and other overhead expenses 

The costs of internal supportservices are transferred to the various services and departments to whom resources are made 
available 

1.26 Events afterthe reporting date 

Events after the reporting date that are classified as adjusting events have been accounted for in the Annual Financial 
Statements. The events after the reporting date that are classified as non-adjusting events after the reporting date have been 
disclosed in the notes to the Annual Financial Statements. 

1.27 Conditional grants and receipts 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the municipality 
has complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that the criteria, 
conditions or obligations have not been met a liability is recognised. 

1.28 Going concern 

The Annual Financia! Statements have been prepared on a going concern basis. 

1.29 Standards, amendments to standards and interpretations issued but not yet effective 

The following GRAP standards have been issued but are not yet effective and have not been early adopted by the municipality: 

• GRAP 18 Segment Reporting 

• GRAP 23 Revenue from Non-Exchange Transactions (Taxes and Transfers) 

• GRAP 24 Presentation of Budget Information in Financial Statements 

• GRAP 103 Heritage Assets 

• GRAP 104 Financial Instruments 

• GRAP 26 Impairment of cash generating assets 

• GRAP 25 Employee benefits 

• GRAP 21 Impairment of non cash generating assets 

• GRAP 20 Related parties 

Application of all of the above GRAP standards will be effective from a date to be announced by the Minister of Finance. This 
date is not currently available. 

The following standards , amendments to standards and interpretations have been issued but not yet effective and have 
not been early adopted by the municipality: 

• IAS 19 Employee Benefits - effective 1 January 2009 

• IFRIC 17 Distribution of Non-cash Assets to Owners - effective 1 July 2009 

• |AS 39 Financial Instruments: Recognition and Measurement - portions of standard effective 1 July 2009 . 

Management has considered all of the above-mentioned GRAP standards issued but not yet effective and anticipates that the 
adoption of these standards will not have a significant impact on the financial position, financial performance or cash flows of 
the municipality. 
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Figures in Rand 2011 2010 


2. Changes inaccounting policy 

Accounting Policies have been consistently applied, except as indicated below: 

The municipality changes an accounting policy only if the change: 

a) is required by a Standard of GRAP; or 

b) results in the financial statements providing reliable and more relevant information about the effects of transactions, 
other events or conditions on the performance or cash flow. 

The annual financial statements have been prepared in accordance with Standards of Generally Recognised Accounting 
Practice on a basis consistent with the prior year except for the adoption of the following new or revised standards. 

The following adjustments were made to amounts previously reported in the annual financial statements of the municipality 
arising from the recognition of items as required for the disclosure of GRAP compliant annual financial statements: 


Statement of fmancial position 
Long term debtors 


Previously stated 

Adjustment to accumulated surplus / (deficit) 


- 

(113,452) 

113,452 




- 

- 

Accumulated surplus / deficlt 
Transfer from Long term debtors 




113,452 

3. Investment property 







2011 

2010 



Cost / 

Valuation 

Accumulated Carrying value 
depreciation 

Cost/ Accumulated Carrying value 

Valuation depreciation 

Investment property 

- 

- 

- 

- 


Transitional provisions 

The municipality has elected to adopt the transitional provisions for GRAP 16, Investment property, as per paragraph 67 of 
Directive 4. According to the transitional provisions, the municipality is not required to measure investment property for 
reporting periods beginning on or after a date within three years following the date of initial adoption of the Standard of GRAP 
on Investment property. Investment property has accordingly been recognised at provisional amounts. The transitional 
provision expires on 30 June 2012. Refer to note 4 with respect to the progress of the municipality being fully compliant with 
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2011 

2010 

4. Propesiy, piant and equipment 



2011 



2010 



Cost / 

Accumulated Carrying value 

Cost / 

Accumulated Carrying value 


Valuation 

depreciation 


Valuation 

depreciation 


Buildings 

411,190 

- 

411,190 

408,311 

- 

408,311 

Plant and machinery 

1,327,861 

- 

1,327,861 

1,259,905 

- 

1,259,905 

Furniture and fixtures 

953,586 

- 

953,586 

873,733 

- 

873,733 

Motor vehicles 

1,106,354 

- 

1,106,354 

191,541 

- 

191,541 

IT equipment 

231,473 

- 

231,473 

149,651 

- 

149,651 

infrastructure 

32,057,996 

- 

32,057,996 

16,687,480 

- 

16,687,480 

Community 

46,375 

- 

46,375 

46,375 

- 

46,375 

Other property, plant and 
equipment 

1,391,587 

* 

1,391,587 


* 

' 

Total 

37,526,422 

- 

37,526,422 

13,616,388 

- 

13,615,996 


Reconciliation of property. piant and equipment - 2011 


Opening Additions Tota! 

batance 


Buildings 

408,311 

2,879 

411,190 

Plant and machinery 

1,259,905 

67,956 

1,327,861 

Furniture and fixtures 

873,733 

79,853 

953,586 

Motor vehicles 

191,541 

914,813 

1,106,354 

IT equipment 

149,651 

81,822 

231,473 

Infrastructure 

16,687,480 

15,370,516 

32,057,996 

Community 

46,375 

- 

46,375 

Other property, plant and equipment 

- 

1,391,587 

1,391,587 


19,616,996 

17,S09,426 

37,526,422 

Reconciliation of property, plant and equipment - 2010 


Openlng 

Additions 

Total 

Buildings 

balance 

408,311 

408,311 

Plant and machinery 

- 

1,259,905 

1,259,905 

Furniture and fixtures 

- 

873,733 

873,733 

Motor vehicles 

- 

191,541 

191,541 

IT equipment 


149,651 

149,651 

Infrastructure 

- 

16,687,480 

16,687,480 

Community 

- 

46,375 

46,375 


- 

19,616,996 

19,616,996 


A register containing the information required by section 63 of the Municipal Finance Management Act is available for 
inspection at the registered office of the municipality. The municipality has developed a comprehensive asset register 
encompassing movable assets, land, buildings and infrastructure assets. 

The following progress has been achieved with regards to the development of an asset register: 

Desk top exercise 


A desk top exercise was performed to understand what data and information is available and to collect, collate and consolidate 
that data into workstream specific repositories. This enabled the identification of what data is not available per workstream. 

The final stage was the apportionment of globular figures in preparation for unbundling of "loans redeemed and other capital 
receipts" account and recording the asset classes individually in the fixed asset register. 
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4. rroperty, plant and equipment (continued) 

Verification anri rondltionaf assessment of assats 

to a location. Immovable assets waT^nTd^i^lted^reoofded and Temiee. ellln9 °' rnovab,e 3ssels and the linhing of these 
The ajB” principal „,ph,s,„, verification land. boitdings end Wrastmctor. essets based on highes, v.lue, asset. was 

A high level linandal „„di,ion essessmen, was oondaold, while Ihe assels «« ph,sl„ll, veritwj. 

SJSS “““ W " " r ' !Me ' ed «""**■< •*** esse,s . «• hehon.es, desh l.p ex.rds. ,1 ihe end o, 
Data UDtoading 

relslionship and h^ 3 ^^ w'herecodhslo". allocaled^oasselsbasecrcin'replaoemem velue^of^sse,) 3 ° ne ’ ,0 ' ene 
SpVmSr P ' DS “ P, ’ a,ea Wi ' h ' hS ^ Wom “'“ « ehanges in „se M ,„e and s.se, groop, „ 

The^monidpalily emrisage, ,ha, ,u„ oomp.iance «h GRAP 17 Pmpedy, pian, and egeipm^, «, be achfevea b) 30 Ju „ e 

5. Investments 


At falr value through surplus or deficit - desiqnated 

Investec investments a 

First National Bank- 62063171351 

First National Bank- 61381739619 

First National Bank- 74213214708 

First National Bank- 74200629770 

First National Bank- 74188016669 

First National Bank- 74193195797 

First National Bank- 74263885682 

First National Bank -74273914207 

The average rate of retum on the investments was 5.7% (2010: 7%). 

AHm t !nic, re i nVe ^ ,ed aCCOrdin9 ,0 Circu| arNo C/46/1994 issued by the Provincial 
Admimstration Commun.ty Services Branch wi.h Approved Banking InsZSons 

2HT n ° fixed ma,urity da,es and investments are reinvested once they have 


53,345,379 

206,528 

1,599,814 

3,857.194 

1,002,800 

2,668,481 

357,843 

15,019,979 

25,500,866 


42,541,418 

201,236 

4,438,865 

6,628,342 

947,384 

2,521,017 

338,068 

14,189,951 


Current assets 

At fair value through surplus or deficit 

The municipality has not reclassified any financial 
amortised cost during the current or prior year. 


103,558,884 

71,806,281 

103.558,884 

71,806,281 



asset, from cosl am „d ise d cos , , 0 >a| „ e op , [m |a|p ^ ^ ^ ^ 


SSKi'Ssas 3Kt'JS5SSi“ to r ”» e,s ' esse,s 'h 20„ 20 ,o. ,s „ ,h„ 
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5. fnvestments (continued) 


Fair values of loans and receivables 


For debt securities classified 
date is the carrying amount. 


as at fair value through surplus ordeficit, the maximum 


exposure to credit risk at the reporting 


6. Retirement benefits 


Post retirement medical aid 


K.,hea»h, La Health and 

“™ d ““ * s, =“”r ***» on 30 June 201 , , PnSlSetaeCo'.pe^^ Va '”' S ' ° SWte 


Carrying value 

Service costs ° f d6fined benefi ‘ ° bli9a,ion a ' the be 9 inni n9 of the year 
Interest cost 

Net actuarial gains / (losses) 

Benefits paid 


Non-current liabilities 
Current liabilities 


Movements for the year 


Opening balance 

Net expense recognised in the statement of financial performance 


Net expense recognised in the statement of financlal performance 

Current service cost 
Interest cost 

Actuarial (gains) / losses 
Benefits paid 


Key assumptions used 


(7,759,718) 

(737.000) 

(412.000) 
(4,850,000) 

331,000 

(7,018,288) 

(373,126) 

(680,838) 

15,614 

296,920 

(13,427,718) 

(7,759,718) 

(13,107,879) 

(319,839) 

(7,453,549) 

(306,169) 

(13,427,718) ' 

(7,759,718) 


7.759.718 

7,018,288 

5,668,000 

741,430 

13,427,718 

7,759,718 


737,000 

373,126 

412,000 

680,838 

4,850,000 

(15,614) 

(331,000) 

(296,920) 

5,668,000 

741,430 


Assumptions used on last valuation on 30 June 2011. 


Discount rates used 
Assumed medical inflation 
Net discount rate 


The discount rate assumed for the currpnt v&or ie -7 _ 

medical inflation of 1 % p.a lower than the discount rate P °° th AfriCan B ° nd ’ 


-% 

-% 

1.00 % 

Curve as at 30 June 2011 


9.50 % 
7.60 % 
1.90 % 

and a 
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Retirement benefits (coniinued) 


Other assumptions 

Pre retirement 
Post retirement 
Normal retirement age 
Spouse age differences 
AIDS 


2011 2010 
SA 85-90L SA 85-90 

PA (90) PA(90) - 1 

60 years 60 years 

Husbands are three years older than their spouses 
Not allowed for. 


7. Long term receiyables 

Long ‘erm receivahles comprise of the following amounts: 
Cost of HT Imes 


Long term housing debtors 

Other long term receivables 

Less: Provision forbad debts for long term housing debtors 

Less: Short term portion of HT lines 

842,549 

421,891 

3,636 

(421,891) 

(206,137) 

691,616 

444,587 

3,636 

(444,586) 

(224,292) 


640,048 

470,961 

C°st of HT lines “"iPrise of trade debtors and interest is charged at 6% per annum. 

probable and thus have been^p^ired a cco'rd ingly ^ ^ however ll ,s felt ,hat the chance of recoverability is less than 

8. Inventorles 

Water 

Electricity 

Rates and general 

5,937 

51,941 

28,190 

5,937 

99,568 

27,104 


86,068 

132,609 

9. Trade and other recelvables from exchange transactions 

Trade debtors 

Trade debtors impairment 

Prepayments 

Integrated Development Plan 

Other debtors 

30,153,019 

(27,432,466) 

92,983 

1,116,403 

25,638,024 

(22,403,107) 

83,040 

123,401 

1,342,357 


3,929,939 

4,783,715 

Credit quality of trade and other receivables 



ro “"' ,btes a,e *» »»' 

can be assessed by reference to 

Trade recelvables 



Counterpartles with external credit ratlng 

A (Govemment) 

B(Business) 

C(Domestic and other) 

871,267 

1.181,318 

667,967 

1,035,994 

1,404,666 

794,257 


2,720,552 3,234,917 
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2011 


2010 


Trade and other receivabies from exchange transactions (continued) 


Analysis of table: 

o ’ Il! e ^ e u!° rs are ° f good credit quali,y and no default in payment is expected 

C ' ThL^HlK? USU n ‘ good u payers ' but there is a Possibility that the debtor may not be able to pay on time 
recoverable US V P re v°usly paid late and therefore there is a possibility that these debtors will not be 


i rade and other receivabfes past due but not impaired 


-mnMn?rH,?i h ? r rei ( e ' vables are im P aired when there is objective evidence that the municipality will not be able to collect all 
o'ue but noHmpaS" 9 ° nS,nal terTTls of ,he re ceivables. At 30 June 2011, R 2.720,552 (2010: R 3,234,917) were past 


The ageing of amounts past due but not impaired is as follows: 


1 month past due 

2 months past due 

1,849,374 

2,001,397 

3 months past due 

457,072 

679,259 

Reconciliation of provision for impairment of trade and other receivables 

414,106 

554,261 

Opening balance 

Provision for impairment 

22,403,107 

16.494,782 

Amounts written offas uncollectible 

5,149,376 

5,908,325 

(120,017) 

- 

10. Other receivables from non-exchange transactlons 

27,432,466 

22,403,107 

Assessment rates 

Debt Impairment 

11,532,045 

11,606,937 

(11,147,256) 

(11,163,556) 


384,789 

443,381 


Other receivables from non-exchange transactlons past due but not Impaired 




The ageing of amounts past due but not impaired is as follows: 


1 month past due 

2 months past due 

3 months past due 

ReconcIHation of provlsion for impalrment of other receivables from 

Opening balance 
Provision for impairment 
Amounts written off as uncollectible 
Unused amounts reversed 


non-exchange 


261,630 274,528 

64,616 168,853 

58,543 

transactions 

11,163,556 8,550,815 

2,612,741 

(4,622) 

(11, 678) 

11,147,256 11,163,556 
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11. VAT receivable 


VAT 

12. Cash and cash equivalents 

Cash and cash equivalents consist of: 

Cash on hand 
Bank balances 


the municfpality had the following bank accounts 


1,219,910 


5,016 5,016 

6,681,107 5,165.396 

6,686,123 5,170.414 


Account number/ description 

Account No: 53813535227 
Current Account: 62116156987 
CallAccount: 62135193770 
Total 

13. Other financial llabllities 


Bank statement balances 
30 30June2 010 30 June 2009 

2^'?no 2 ’ 131 ' 897 267,288 

2,384,102 388,352 838 631 

3,029,340 5,456.694 A 


Cash book balances 

30 June 2011 30June2010 30June 2009 


1,900,967 

1,750,800 


2,041,271 

(2,332,567) 

5,456,694 


37,292 
795,129 
4,218,297 



At fair value through surplus or deficit 
Bank loan 

ia25 S % and^l SrSra e nnu B m n a nd 0f S ° U ' h Af ^ be3r an in,eres1 between 
thirty years. All loans will be repaid by 2025 repayable over P en °ds between five anc 


613,505 625,157 


Non-current liabilitles 

Fair value through surplus or deficit 

Current llabllitles 

Fair value through surplus or deficit 


14. Unspent conditlonal grants and recelpts 

Unspent conditlonal grants and recelpts comprlses of: 

Unspent condltlonal grants and receipts 
Vuna Awards 

Municipal systems improvement 
LED Promotions 
Recycling centre 
Vuna awards - Audit 
Capacity of Municipality 
Staff training 

Finance managementprogramme 
Establish ward committees 
Managment support programme 
MIG funding 


613,505 

625,157 

600,455 

614,050 

13,050 

11,107 

600,455 

614,050 

13,050 

11,107 

613,505 

625,157 


(1,727) 

538,384 20 277 

2,326,622 
1,989 
30,000 
1 . 000,000 

143,978 253,699 

1,626,630 1,284,384 

„ " (23,192) 

6,948,059 6,783,944 
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14. Unspent condftlonal 
LED Intern 


grants and receipts (continued) 


12,746 

12,628,408 8,317,385 
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14. Unspent conditiona9 grants and receipts (continued) 


Movement during the year 


Balance at the beginning of the year 

Additions during the year 8,505,946 14,648,471 

Income recognition during the year 20,139,392 12,336,076 

(16,016,930) (18,667 ,162) 

12,628,403 8,317,385" 

See note 22 for reconciliation of grants from National/Provincial Government. 

These amounts are invested in a ring-fenced investment until utilised. 

15. Provisions 


Reconciliation of provisions - 2011 


Bonuses 

Provision for landfill sites 

Other provisions 


Opening 

Balance 

1.467,703 

Additions 

77,819 

299,500 

Total 

1.545,522 

299,500 



1,467,703 

377,319 

1,845,022 

Reconclliation of provislons - 2010 





Bonuses 

Provision for landfill sites 

Openlng 

Balance 

1.897,488 

(500,000) 

Utifised 
during the 
year 

(301,170) 

Reversed 
during the 
year 

(128,615) 

500,000 

Total 

1.467,703 


1,397,488 

(301,170) 

371,385 

1,467,703 


Provlslon for Landfill site rehabilitatlon 


The municipality has an obligation to restore 2 landfill sites situatpri in c;t,,tt 0 

used for general waste disposal (non hazardous) purposes As a't 31 Aum pnii' ^ 8 ?-' Th . 6 Slte is curren «y Hcensed and i 
provision to restore the landfill sites could be based (Te estimated TVfTw 201 1 ?° ? s, ' r ! la,l0n was available on which the 
closure, etc.). Sed ° e es,lma,ed usefu ' 1*. annual rehabilitation costs, estimated costs for 


Transitional provisions 


Provislons recognised at provlsional amounts 


In accordance with the transitional provisions as per Directive 4 of the GRAP R B „„ rt i„ n c , 

site rehabilitation was recognised at provisional amounts. GRAP Re P° rtln 9 Framework, the Provision for Landfill 


16. Trade and other payables from exchange transactions 


Trade payables 



Payments received in advanced 

2,213,947 

2,276,373 

Other payables 

- 

33,997 

Deposits received 

6,810,506 

8,329,936 

Accrual for leave gratuity 

148,049 

50,783 

Other payables 

2,295,092 

2,302,226 


138,240 

. 


11,605,834 

12,993,315 
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17. VAT payabfe 
Tax refunds payables 

18. Consumer deposits 
Electricity 

18. Revenue 

Property rates 
Service charges 
Rental of facilities & equipment 
Fines 

Licences and permits 
Government grants & subsidies 
Motor vehicle registrations 
Miscellaneous other revenue 


a T r h e e a s rn fonow l s n : C,Uded ‘ n reVe " Ue from exchan 9 es 9oods or serv.ces 

Service charges 

Rental of facilities & equipment 

Licences and permits 

Miscellaneous other revenue 


M* Sr, *'" S transactions Is ,s 

Property rates 

Fines 

Government grants & subsidies 
Motor vehicle registrations 


364,250 

2010 

391,410 

353,524 

8,271,479 

25,047,945 

294,918 

92,952 

7,579,219 

20,678,069 

241,604 

52,084 

88,088,176 

856,350 

1,499,937 

2,284 

79,322,437 

1,971,669 

369,003 

124,151,757 

110,216,369 

25,047,945 

294.918 

20,678,069 

241,604 

1.499,937 

2,284 

369,003 

26,842,800 

21,290,960 

8,271,479 

92,952 

88,088,176 

856,350 

7,579,219 

52,084 

79,322,437 

1.971,669 

97,308,957 

88,925,409 
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20. Property rates 
Rates received 


2011 2010 


Property rates 

Vafuations 

8,271,479 

7,579,219 

Residential 

Commercial 

637,869,755 

639.826,255 

State 

286,013.640 

288,235,640 

Municipai 

258,230,885 

260,942,585 

Small holdings and farms 

40,950,100 

40,569,600 

Public benefit organisations 

655,464,596 

650,319,896 

Property rates 2 

18,274,500 

17,439,500 

Vacant land 

19,808,500 

19,808,500 


60,867,635 

60,598,335 


1,977,479,611 1,977,740,311 




SloTe-1.' ae,ermi ™ “ seesme "' — • »' 

Rates are levied on an monthly basis. Interest is charged at prime plus 1% perannum. 

21. Service charges 


Sale of electricity 
Refuse removal 
Other service charges 


22. Govemment grants and subsidles 

Equitable share 
Health subsidy 
MIG grant (operating) 

Utilised operating grants 
Library Grant 
Utilised capital grants 


Vuna awards 

Balance unspent at beginning of year 
Current-year expenditure 
Current-year receipts 


19,525,602 15,776,791 

5,339,211 4,819,350 

183,132 81,928 


25,047,945 

20,678,069 

69,461,014 

57,030,361 

1,027,232 

2,124,914 

798,880 

853,600 

2,154,045 

3,308,976 

1,583,000 

1,500,000 

13,064,005 

14,504,586 

88,088,176 

79,322,437 

(1,727) 

81.701 

1,727 

(129,802) 

- 

46,374 

- 

(1,727) 


The grant was received from the Department of Local Government and Housing (see note 14). 


The 3 rant was main| y used »br the development and review of municipal performance management system. 
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22. Government grants and subsidies (continued) 

Municipal systems improvement 

2011 

2010 

Balance unspent at beginning of year 

Current - year expenditure 

Current - year receipts 

20,277 

(231,893) 

750,000 

329,957 

(441,259) 

131,579 

The grant was received from the Department of Provincial Government (see note 14). 

The grant was used for the ward committee training and the valuation roll. 

Staff trainirtg 

538,384 

20,277 



Balance unspent at beginning of year 

Current - year expenditure 

Current-year receipts 

253,699 

(188,703) 

78,982 

269,612 

(107,608) 

91,695 

Tb. s ,.„, fte ^ Edooata Train|ng Aolho , ty (SETA| rpr ^ wn|ng 

Finance management programme 

143,978 

253,699 

of staff (see note 14). 

Balance unspent atbeginning of year 

Current - year expenditure 

Current-year receipts 

1,284,384 

(907,754) 

1,250,000 

1,544,166 

(1.759,782) 

1,500,000 


1,626,630 

1,284,384 

SS r 4 a ) S reC6Wed fr ° m TreSUf > and ^ ma| n,y -d for budge, reforms and financia. management reforms. 

Management support programme 

Balance unspent atbeginning of year 

Current - year expenditure 

Other 

(23,192) 

23,192 

1,014,485 

(1,063,913) 

26,236 

uc *' G °— 1 h -“^ « - — » 

MIG funding 

- 

(23,192) 

support management functions 

Balance unspent at beginning of year 

Current - year expenditure 

Current year receipts 

6,783,944 

(13,862,885) 

14,027,000 

9,074,266 

(15,358,186) 

13,067,864 


6,948,059 

6,783,944” 


j O, ( 00 

The .bov. s ,,„, „ as „ Nstaal Revenue Fund e „ d was „ s , d |o tnano , me cipiM |nlratetoa (see npte f4) 
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22. Government grants and subsidies (continued) 

LED Promotlons 
Current - year expenditure 
Current - year receipts 


(273,378) 

2,600,000 

2,326,622 


The above grant was received from the Department Economic Development and Environmental Affairs. 


LED Intern 

Current - year receipts 
Current - year expenditure 


53,000 

(40,254) 

12,746 


l he above grant was received from the Department Economic Development and Environmental Affairs. 


Capacity of munlcipality 
Current - year receipts 

The grant was obtained from the Department of Local Government and Housing. 

Recyclfng centre 
Current - year receipts 
Current - year expenditure 


Vuna awards - Audlt 
Current - year receipts 

The grant was obtained from the Department of Local Government and Housing. 

Road Maintenance 
Current - year receipts 
Current - year expenditure 


1 , 000,000 


16.829 


(14,840) 

- 

1,989 

- 

30,000 



500,000 

_ 

(500,000) 

- 


- 
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23. General expenses 

Advertising 

Auditors remuneration 

Bank charges 

Computer expenses 

Consulting and professional fees 

Consumables 

Entertainment 

Insurance 

Community development and training 

Lease rentals 

Medical expenses 

Motor vehicle expenses 

IDP process plan 

Fuel and oil 

Postage and courier 

Prinling and stationery 

Promotions of LED 

Project maintenance costs 

Vehicle license fees 

Security (Guarding of municipal property) 
Staff welfare 

Subscriptions and membership fees 

Telephone and fax 

Training 

Refuse 

Assets expensed 
Electricity 
Uniforms 
Revolving Fund 
Capital expenses 
Rates rebate 
Remissions 
Free basic electricity 
Contingency expenses 
Skills developmentlevy 
Other expenses 


24. Employee related costs 

Basic 

Bonus 

Medical aid - company contributions 
UIF 

Post-employment benefits - defined contribution plan 

Overtime payments 

Travel ailowances 

Housing benefits and allowances 

Other 


2011 2010 


88,653 

2,344,511 

164,578 

47,867 

924,072 

219,857 

169,117 

1,745,790 

101,904 

209,715 

547 

259,083 

190,256 

1,465,237 

137,840 

482,306 

688,239 

661,656 

106,549 

281,086 

12,914 

245,978 

670,932 

1,161,356 

31,621 

922,819 

634,676 

111,855 

9,882 

908,646 

2,130,478 

4.947,895 

(195,053) 

233,858 

19,778 

22,136,500 


53,424 

1,143,389 

160,826 

44,441 

2.671,849 

134,486 

123,909 

1,681,174 

98,436 

186,981 

42,385 

110.587 

1,065,889 

95,982 

397,057 

426,834 

434,769 

86,479 

137,830 

38,217 

290.587 
693,284 

1,017,550 

18,809 

750,766 

632,506 

104,291 

10,000 

18,210 

814,991 

2,165,754 

2,409,223 

57,592 

219,585 

21,577 

18,358,689 


22,303,529 19,166,565 

2,152,768 1,758,144 

1,478,409 1,372,897 

179,828 213,323 

5,668,000 741,430 

452,826 298,186 

1,250,139 1,222,159 

28,325 33,301 

3,938,534 3,445 ,922 

37,452,356 28,251,927 


Refer to Note 6: Retirement benefits, for the analysis of the post employment medical benefit expense for the year. 
The amounts disclosed below are included in the total for employee costs above. 
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24. Employee related costs (continued) 


iHemuneration of municlpal manager 


430.919 474,381 

178,765 212,892 

98,574 144,137 

92,202 97,324 

10.000 12,000 

810,460 S40.7 34 

The contract for the employment of the Municipal Manager ended on 30 May 2011. 

Remuneration of chief finance officer 


Annual Remuneration 
Car Allowance 
Performance Bonuses 

Contrihutlons to UIF, Medical and Pension Funds 
Cellphone Allowance 


Annual Remuneration 
Car Allowance 
Performance Bonuses 
Contributions to UIF, Medical 
Cellphone Allowance 


and Pension Funds 


571,071 530,047 

125,438 124,487 

108,126 139,922 

132,760 117,795 

8,400 8,400 

945,795 920,651 


Remuneration of adminlstration manager 


Annual Remuneration 
Car AJIowance 
Performance Bonuses 
Contributions to UIF, Medical 
Cellphone Allowance 


and Pension Funds 


504,897 468,741 

118,272 117,376 

98,296 127,202 

130,915 116,000 

8,400 8,400 

860,780 837,719 


Remuneration of engineering services manager 

Annual Remuneration 
Car Allowance 
Performance Bonuses 

Contributions to UIF, Medical and Pension Funds 
Long Service Bonus 
Cellphone Allowance 


529,715 491,711 

127,432 126,458 

103,356 133,749 

135,752 120,086 

14,660 

8,400 8,400 

904,655 895,064 


Remuneration of strateglc manager 

Annual Remuneration 
Car Allowance 
Performance Bonuses 

Contributions to UIF, Medical and Pension Funds 
Cellphone allowance 


503,517 470,787 

110,735 109,896 

98,296 127,202 

139,563 121,649 

8.400 8,400 

860,511 837,934 
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Mayor 

Speaker 

Councillors 

Contributions to Medical and Pension Funds 


26. Debt impalrment 
Debt impairment 

27. Investment revenue 

Interest Income 
Bank 


28. Finance costs 

Current borrowings 

Fair value adjustments on payables 


29. Auditors* remuneration 
Fees 

30. Bulk purchases 
Electricity 

31- c ash generated from operations 
Surplus 

Adjustments for: 

Fair value adjustments 
Debt impairment 

Movements in retirement benefit assets and liabilities 
Movements in provisions 

Movement in interest expense for fair value adjustment 
Non cash adjustments directly to equity 
Changes in working capital: 

Inventories 

Trade and other receivables from exchange transactions 
Other receivables from non exchange transactions 
Debt Impairment 

Trade and other payables from exchange transactions 

Unspent conditional grants and receipts 
Consumer deposits 


32. Events after the reportlng date 


2011 

2010 

518,705 

454,797 

6,381,505 

747,200 

505,920 

406,934 

6,462,831 

915,275 

8,102,207 

8,290,960 

4,698,795 

8,827,308 

5,798,600 

4.721,903 

5.798,600 

4,721,903 

124,596 

521,717 

140,904 

568,493 

646,313 

709,397 

2,344,511 

1,143,389 

13,495,863 

11,236,967 

39,790,506 

38.569,601 

(61,369) 

4,898,795 

5,668,000 

377,319 

61,369 

(95,572) 

8,827,308 

741,430 

80,215 

95,572 

113,452 

46,541 

853,778 

58,592 

(4,898.795) 

(1,387,483) 

1,584,160 

4,311,023 

37,886 

25,512 

2,546,427 

61,175 

(8,827,308) 

2,213,912 

(1,433,892) 

(2,854,946) 

9,680 

51,340,322 40,072,5S6 
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32. Events after the reporting date (continued) 


The municipality is not aware of any matter or circumstance arising since the end of the financial year. 

33. Commitments 


Authorised capital expenditure 

Already contracted for but not provided for 
• Property, plant and equipment 

Not yet contracted for and authorised by accounting officers 
Property, plant and equipment 

This committed expenditure relates to property and will be financed by MIG. 

34. Contingencles 


3,349,418 5,4 16,472 

- 3,619,237 


Sw tgsr, ,or ,te p,ymen ' • pr °- » >»*»«»» *>■»» ** «» ,»** , Ju „ 


35. Related partles 


Relatfonshlps 

Close family member of key management 


HiH- Payments to the amounTof R87^g8.2Twere is 3 fami,y member ofthe CFO, Mr GP 

above boaid and all supply chain management regSons were adhTred to ® ' 9 " ^ A " ,ransactions were 


Key management Informatlon 


Referto Note 22 forthe disdosure of remuneration of key management. 

36. Prlor period errors 


1- Receivable for revenue not received was not raised at year end and was incorrectly recorded in the 2010/1 1 year. 
2. The fair value adjustment for the 2008/09 year was not reversed in the 2009/10 year correctly. 


in the 2009/10 yeSas peTthe t’raTsrtbnU proXlonTifdiSve'" ’*** fU " dS received ’ were to be recognised in revenue 
regut?^ 

as |own revenue' and its use by the municipalityX not subject to ?n5^ar53w C ° mW, ° nri 9ran ' funds must be treated 
Ln takenToTh^ portion of this impairmen. in has 


The correction of the error results in adjustments as follows: 


1- Prepald electrfcity 


2009/10 Cumulatlve 
(pre 2009/10) 
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36. Prior period errors (continued) 

Revenue 

Receivables 

Output VAT 

Movement in accumulated surplus 


Finance cost° f 2 °° 8/ ° 9 fa ' rVa ' Ue ad i ustmen ‘ *>r creditors 
Creditors 

IWovement in accumulated surplus 

3. Condltional grants deregonised 
Revenue 

Unspent condiiional grant 
Movement in accumulated surpius 


4. Adjustment to MIG 
Revenue 

Unspent conditional grants 
Movement in accumulated surplus 

5. VAT on impairment of debtors 
VAT control 

Debt impairment expense 
Movement in accumulated surplus 


Total movement in accumulated surplus 


37. Comparative flgures 


Certain comparative figures have been reclassified. 
The effects of the reclassification are as follows: 


Statement of flnanclal position 
Consumer debtors 


Trade and other receivables from exchange transactions 
Other receivables from non exchange transactions 


38. Risk management 


2011 2010 


(487,724) 

556,005 

(68,281) 

(487,724) 


81,139 

(81,139) 

81,139 


119.224 (2,374,133) 

(119,224) 2,374,133 

119.224 (2,374,133) 


(188,561) 

188,561 

(188,661) 


357,008 1,102,006 

(357,008) (1,102,006) 

(357,008) (1,102,006) 

(832,930) (3.476,140) 


(3,678,298) 

3,234,917 

443,381 


Ffnanclal rlsk management 

interest rate risk and prfcertek?^^ nsks; market risk ('"cluding, fair value interest rate risk, cash flow 

K2£? anc " 7 *** and seeks ,o ™ ise 

accounting officer 6 aSS ' StanCe ° f ' 0pe ™ anB Risk ^anagemen. is carried out 

Market risk: Currency risk 

Th. t0 c „ e „ « .. „ „ ansMions nego|i8|M |n ^ 

Interest rate risk 
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operating cash flows are substanflaHy^dep^ndenU^ markeUnteres l t i ' /a t len, d Th6 municipality ’ s income and 

bearing assets. M uem or cnanges m market mterest rates due to the short term nature of interest 

A. year-end financial assets exposed to in.erest ra.e risk were for the DBSA loan of R 613 505 (2010: R625 157) 

rate The municipaity's po^i Serert ra ‘ eS J a ‘ vary wi,h ,he South African Prime 

on the surplus / deficit. nSK S0 ,hat fluctoa " on s tn vanable rates do not have a material impact 

Trade debtors in arrears linked to South African prime rate plus one percent. 

Surplus funds are invested with banks for fixed terms on fixed interest rates no, exceeding one year. For de.ails refer Mote 4 

Interest rate sensitlvity analysis 

interes, t.tes „ port „ g dlt e. 

was outstanding for the whole year. P 9 the amoun t of the instrument outstanding at the reporting date 

mana^K^^ by managemen, and represen, 

A P0,i “ ue n “ mber Kl0 ” *" A negaHve „. mb .r be.ow . decr e a « ^ 

percenlage. The SSSSS!S!lt!mM“' i » “““ ° rd ' c '“*' ” lhe M 

There were no changes ™, hods and aasompg.n, prapar , ng ^ ^ ^ ^ ^ 

The estimated increase rates ‘ 2010 

The estimated increase in basis points 
Effect on Net Surplus 


100 
(6 219 ) 


100 
(4 891) 


Market rlsk: other prlce risk 

The Munidpali,y ’ S financial assets d0 not include equity investments tha, will expose it ,o price risks. 

Credit risk 

municipalit^Credit risk Snsfste Ss'hdepoS °rash eSenttrldf ' ‘TrfT'"" 9 in financial loss to the 
cash with major banks with high quality credit standing and limits exposu e fo anl^ . ,0rS ' Th f municipality only de P°S''ts 
compnse a widespread customer base. Credit exposure is co^ tralled h„ th» a 7 p f rtlcuiar counter-party. Trade receivables 
deb, collection policies. Adequate provision has been made for amidpated ^douSdebte mUnicipa,i,y ‘ s credit controi and 

The carrying amountof financia. assets. represen, the entit/s maximum exposure to credit risk in relation to these assets 

The mun.cpa.itys cash and cash equiva.ents and shorl-term deposits are p.aced with high credi, qua.ity financia. institutions. 
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38. Risk management (continued) 


‘ n «*“»■ '» » ol bopalmionl repr „„, s , P , 


Investments 

i rade and other receivables from exchange transactions 
Other receivables from non exchange transactions 
Long term receivables 
Short term receivables 


2010/11 
R 103 558 884 
R 3 929 939 

R 384 789 

R 640 048 

R 206 048 


2009/10 
R 71 808 281 
R 4 783 715 
R 443 381 
R 470 961 
R 224 292 


Credit quality 

The following represen.s informa.ion on the credi. quality of trade receivab.es that are neither past due nor impaired: 


2011 2010 
A 1 1 % g% 

B 10% 14% 

C 79% 77% 


Analysis of table: 

r Th 6 ^ e ^!° rs are 0f good credif quali,y and no default in payment is expected 

C payfb^l^fave^eviously pai^fate'rnd'tlfer^f 6 *T ^ ** ^ '° pay ° n ,ime 

be recoverable. prev.ously pa.d late and therefore there is a possibility that these debtors will not 


Refer to the receivables note for an analysis of the impaired receivables. 
Uquldity risk 


through an ongoing revfewof fijture rommitm^nts^an^proj^rted'grOTtTM^pts^CasMow'f 10 ' 0 '* 33 !'^ manages liquidi, y risk 

managed borrowing facilities are continually monitored.^ 9 P C h w forecast s ar e prepared and adequate 


33. Unauthorised expenditure 

No unauthorised expenditure had been incurred during the year. 

40. Fruitless and wasteful expendlture 

No fruitless and wasteful expenditure had been incurred during the year. 

41. Irregular expenditure 

Add: Irregular Expenditure - current year 

2,399,852 

Details of irregular expenditure - current year 

Detail of irregular expenditure 
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41. Jrregular expenditure (continued) 
Panasonic - irreguiar expenditure on contracts 


Alexander Forfaes Risk Services - irreguiar 
expenditure on contracts 


Jeffares & Green - irreguiar expenditure on 
contracts 


Khulanathi Consulting - irregular expenditure on 
contracts 


SDM Consulting Engineers - irregular 
expenditure on contracts 


Kudec Consulting Engineers - irregular 
expenditure on conlracts 


Thewo Development & Consulting - irregular 
expenditure on contracts 


Moto Ntombekhaya - 90005512 - irregular 
expenditure on quotes 


Amatola Spar - 90004430 - irregular expenditure 
on quotes 


Expenditure relates to lease agreement for 
equipment entered into by the municipality over a 
period. A tender process was not followed before 
entering a lease agreement with the supplier As 
such the expenditure is irregular. 

No evidence was identified to prove that the 
mumcipality validates the status of the winning 
bidders municipal accounts before the award as 
such expenditure is deemed to be irregular 
Expenditure relates to the insurance contract that the 
mumcipality holds. The initial agreement with 
insurance company was not procured via the tender 
process. As such expenditure is irregular 
Consuitant was appointed outside the tender 
process and the reasons for such an appointment 
were not submitted as audit evidence. 

No evidence was identified to prove that the 
municipality validates the status of the winning 
bidders mumcipal accounts before the award as 
such expenditure is deemed to be irregular 
Consultant was appointed outside the tender 
process and the reasons for such an appointment 
were not submitted as audit evidence 
No evidence was identified to prove that the 
municipality validates the status of the winning 
bidders mumcipal accounts before the award as 

such expenditure is deemed to be irregular 

Consultant was appointed outside the tender 
process and the reasons forsuch an appointment 
were not submitted as audit evidence. 

No evidence was identified to prove that the 
municipality validates the status of the winning 
bidders municipal accounts before the award as 
such expenditure is deemed to be irregular 
Consultant was appointed outside the tender 
process and the reasons for such an appointment 
were not submitted as audit evidence. 

No evidence was identified to prove that the 
municipality validates the status of the winning 
bidders municipal accounts before the award as 
such expenditure is deemed to be irregular 
Consultant was appointed outside the tender 
process and the reasons for such an appointment 
were not submitted as audit evidence 
No evidence was identified to prove that the 
municipality validates the status of the winning 
bidders mumcipal accOUnts before the award as 
such expenditure is deemed to be irregular 
Procurement of the goods was not through the 
normal procurement process. Reasons for not 
procunng through the normal process were not 
submitted as audit evidence. As such the expense 
nas been deemed to be irregular 
Procurement of the goods was not through the 
normal procurement process. Reasons for not 
procurmg through the normal process were not 
submitted as audit evidence. As such the expense 
has been deemed to be irregular 


304,543 


127,385 


218,127 


340,475 


372,234 


282,608 


211,594 


3,000 


3,516 
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Figures in Rand 

V' ‘" e3 . u,a i r e^Penditure (continued) 

o„ a ,?„:r s • 90005034 • ‘™-» — . P .oc„ r ,„ S00J , w „ „ 01 lte 

normal procurement process. Reasons for not 
procuring through the normal process were not 

_ h d w S aUdU evidence - A s such the expense 

Garden Courl - 90005263 - irreqular exoenrtit,,™ d been deemed t0 bo irregular 

on quotes p ,ure Pr °curement of Ihe goods was not through the 

normal procurement process. Reasons for not 
procuring through the normal process were not 
submrtted as audit evidence. As such the expense 
Babcock Africa Services - 9000 Snac; _ ; rrQrill , [i aS been deemed to be irregular 
expenditure on quotes 9 Procu rement of the goods was not through the 

normal procurement process. Reasons for not 

Drocurinn 


2011 


FM Shoba - Bonus 
GP Hill - Bonus 
LRN du Randt - Bonus 
B Ondala - Bonus 
AR Ahschlager - Bonus 

Details of Irregular expenditure condoned 


. ‘ neasons for not 

submittert I? U9 H h t ,he n0rma ' Pr0cess were not 
bmitted as audit evidence. As such the exoense 

has been deemed to be irregular 

Bonuses paid durin 

irregular. 

Bonuses paid durin 
irregular. 

Bonuses paid durim 
irregular. 

Bonuses paid durin< 
irregular. 

Bonuses paid durinc 
irregular. 


No irregular expenditure had been incurred during the year. 

42. Additional disclosure in terms of Municipal Finance Management 

Contributlons to organised local government 

Current year subscription / fee 
Amount paid - current year 

Material losses 


2010 


3,976 


5,257 


7,679 


: year were deemed to be 

111,384 

i year were deemed to be 

108,126 

year were deemed to be 

98,296 

year were deemed to be 

98,296 

year were deemed to be 

103,356 


2,399,852 

Act 


233,588 

240,648 

(233,588) 

(240.648) 


- 


The electridty distribution losses amounted to 
Audlt fees 


3 047 384 kwh with a value of R 785 616 (2009/10 - 4 624 334 kwh - R 870 369) 


Current year fee 


UIF and PAYE 

Current year expenditure 
Amount paid - current year 


Pension and Medlcal Ald Deductions 


2,344,511 

1,143,389 

4,881,483 

(4,881,483) 

4,268,503 

(4,268,503) 

- 

- 
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Amahlathi Local Municipality 

(Registration number EC124) 

Annual Financial Statements for the year ended 30 June 201 1 

Notes to the AnnuaS Financiai Statements 

Figures in Rand 


2011 2010 


42. Additional disclosure in terms of Municipal Finance SWanagement Act (continued) 
Current year expenditure 
Amount paid - currentyear 


5,270,406 4,681,862 

(5,270,406) (4,681,862) 
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ngures m Rand 



VAV ^nagemens Ac5 (eonfinuati) 

VAT recsivabld 
VAT payabie 

_ m 1.219,910 
364,250 

. ^ b „„ Iubm ,„ M 6y (te aKe taL ^ w ^ 

"■* Kj0rt srf *w sona ujner xccounis 

&r ra?3S ittvfca ch *3** °wed by coonidlofs and wer , 0 „ .. 

vera oujs!sn«n S io,- ,-. 10re , h , n oc d . , 0rt 

3« d a ys al 30 Juna 201 1 ( 20 J0; 


CllrNPMhlahlski 

Clir T Wellarvj 


Cuistasidlna Totei 

-'iOM Jhen aa a 

day* 
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6.856 

6.880 


-‘ i3 ’ 723 13,726 


Supply chain mantgement regulatlona 


6.868 

6.860 
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absence of activity plans 
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cause of this. 
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Customer satisfaction surveys were not done during this financial year. 


Ward committees , establishment and functionality: 

Ward councilors are submitting their reports at the Office of the Speaker. The ward committee activity report is 
submitted at the Speaker’s office. 
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5.7 Intergovernmental Relations: 


There was one (1) IGR meeting held in June 201 1 . It was very successful because a number of stakeholders 
attended. 
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Performance management i-? a ct ra t a • 

officjals and stakeholders at ^fTT ^ ^ ma " age,S ' 

continuousty ntonitor. periodicatly me asure and review perfo and ' eChn ' qUeS re9Ula,,y P ' an ’ 
mdicators and targets for efficienoy. etfectiveness and lmp T °' in le ™ »' 

A Perf °""ance Management System (PMS) is . , 

municipality's cycle and processes of performancr 6 ,! 0 *' 113 ' deSC " beS and re P re co"ts how the 

z::zz : vemen ‘ wi " be " - '-zzzzzzz: 

^Z7Zl!ZlZZ m Z n l p,an (,DP) * ,he ■— « 

Performance management is a powerful tool which assists ' ,an ° US dePar,men ' S ° f lhe Municipality, 
perspective on development areas. It enables the • mUn ' C ' Pal " ,es t0 deTOl °P an integrated 
mcreasingly complex and diverse set of demands r y U ™ C ' Pal “ y ,0 focus °" Pnorities within an 
akcations ard instMona. systems ,o a n^^rpZ^^r’’ 3 "'" ^ *"* 

performance ^ouremeL'rZTnrgh^Lt'rdTar T been ' he SUCCeSSfU ' aPPl,Cafion of 
' he effed,teness and efficiency of its p TO l '^ ,lat ” U, ’ ,hs "*fc« 
municipalities do not stop a, the gaOiering andlalHfH SeS ^ H °"-' •-*, 

performance measurement to drive improvements and T 8 " 06 da ' 3 TheS6 munlci P a “es use 
action. other words. they use performance lea ’ "" ***»«• 

municipalities. measuremen, processes for managing , h eir 

tn terms of the Munioipal Systems Act No 32 of 2000 (MSA, 

an Annual Performance Report Ihat is to form part of the A ' mUn ' C ‘ Pa "" es are re< l uire <l 1° prepare 
Munidpal Finance Managemen, Act Rep0d ,0 * P re P are d in terms of the 
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The Department of Co Operafive Governance and Traditional Affairs defines PMS as ' a strategic 
approach to management which equips leaders, managers, employees and stakeholders at different 
levels, with a set of lools and techniques to regularly plan. continuously momtor and penodically 
measure and review performance of Ihe municipality in terms of indicators and targets for efficiency, 

effectiveness and impact.” 

A PMS is also intended to assist the Council to improve service delivery by channeling its resources to 
meet performance targets and in doing so, ensure that the municipality achieves ,ts strateg.c 
objectives as contained in its IDP. A PMS should fulfill the following objectives: 

& Facilitate increased accountability 
i Facilitate learning and improvement 
Provide early warning signs 
4. Facilitate decision making 
«, Effective usage of resources 

ln the local government context, a comprehensive and elaborate system of mon.toring performcnce of 
municipalities has been legislated. The system is intended to continuously monitor the performance of 
municipalities in fulfilling their developmental mandate. Central to the system is the devetopment of 
key performance indicators as instruments to assess performance. The indicators help to translate 
complex socio-economic development challenges into quantifiable and measurable outputs. They are 
therefore crucial if a proper assessment is to be done of the impact of government in improv.ng the 

quality of life of all. 

At Amahlathi Municipality, we believe that performance management can be seen as a way to 
adhere to legislation, improve service delivery and as a mechanism to report back to National 
government and communities. It is also a process whereby the Integrated Development Plan (IDP) 
and Performance Contracts are aligned to the strategic intent of the mumcipality. 
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The Performance Management System is located within 
influenced by, but not limited to, the following: 


a legislative and policy framework and is 


: rrr no,,he *** ™ «» 0 , 

The w h'te Paper on Local Government, 1 998- 

* The Municipal Systems Act 32 of 2000; 

The M Un,C,Pa ! P,ann ' n9 and Performar >ce Management Regulations 2001 • 

‘ The Mun,C, P al Pinance Management Act 56 of 2003' 

* Mana9 ' n9 P, ° 9ramme P — Informafion; anO 
The Local Government Municipal Systems Act 2nnn r h t * 

‘ Eslablish a ^rfonnance managomen, sysiem ,hal is “ “ * musl 

^ Commensurate with its resources; 

Best suited to its circumstances; and 

" p,an; ' *'*’ 0bjeC " VeS ' lnt " Ca,0rS and ' ar9e,S C ° n,ained in i,s inte 9rated 

: rr‘“— 

* Admin ‘ S,er " S affai,S 90 ~ «en, and accoun,ah,e mannen 

The Municipal Planning and Performan^ m 

municipal PM systems. I, also furthe, slates ^^""'1 Re9Ulat ' 0nS ”* ° Ut in de,ail re 0uiremenls ,or 
municipalify mus, ensure Ihal the system ° P ' n9 " S Performance managemen, syslem, a 


4» 

4 , 


Complies withail ,he requirements se, ou, in theAC- 

functioningVttlyTt!r POnS,b ' l,t,eS * ' r ° le ' P ' ayer ' inClUd,ng the ,ocal community, in the 
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«. Clarifies the processes of implementing the system within the framework of the integrated 
development planning process; 

v Determines the frequency of reporting and the lines of accountability for performance, 

«, Relates to the municipality’s employee performance management processes; 

&> Provides for the procedure by which the system is linked to the municipality s integrated 
development planning processes. 

However, the main regulatory mechanism for Performance Management System is Chapter 6 of the 
Municipal Systems Act, (Act 32 of 2000) and the related Municipal Performance Management 
Regulations and Municipal Finance Management Act. 

The MSA requires that all Municipalities: 

&> Develop a Performance Management System; 

t, Set target and monitor and review performance based on indicators linked to their IDP; 

& Prepare an Annual Performance Report on the performance of a municipality forming part of its 
Annual Report as required in terms of the MFMA; 

n, Incorporate and report on a set of general/national indicators prescribed by the Minister 
responsible for local government; 

&■ Conduct on a continuous basis, an internal audit of all performance measures; 

& Have their annual performance report audited by the Auditor-General; and 

«. Involve the community in setting indicators, targets and reviewing of municipal performance 

Currently, Amahlathi Municipality faces challenges in respect of a structured and methodical 
approach to ensuring that the requirements as set out by the legislation are reached and that 
transparency and integrity in the reporting of performance measures is maintained and followed up 
upon. The challenges, inter-alia, relate to the following: 

• Ineffective implementation of a formalised performance monitoring and reporting system. 

• Quarterly assessments not performed as prescribed in the legislation. 

• Quarterly performance reports not audited by internal audit to verify the veracity of information and 
the credibility of supporting documents as required by the regulations. 

• Performance management system not cascaded down to levels below section 57. 
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41 PrePa "" g <° r per f or ™ance Manag ement 


ac. Ua , pe rf „ rman r '„ T P ' annin9, imp,emen,a,i0n and -P«ng o, 

embarked on a s„uc tur ed s,ra.e 9 ,o p,ann ing se^n " e 7"" ^ M “ nici P a '“V 

communify needs, which culminated in a credible ^•egra^^DeveJopnrent^pja'n PartiCiPa ‘ i0n ‘° aSS6SS 

emphasis. which. amongsMhet^^ ° Pm '° n WaS ilems o, 

requiremenfs; complrance ,n relaCon ,o performance managemen, 


. ' Un ' eX,S,enCe ° f ; Performance Audi, Commitlee. 

performance ^,0™«!^” oTL S T mS an<1 ^ 068365 ^ aUdi “ n# ,he resul,s °< 

; =^=~=r 

Lack of appropriate information 

° S ° UrCe informati °n not accurate and com'Zr 1 " 9 inf ° rmation - 

Not much improvement was achieved in Ihe 20,0,11 r . 

change in ieadership which M ,he po S , 0 , ,h e "" “ "" S “ S,ained a 

appojnfmen, o, ,he Chie, Financial Officer ,o ac, as mu id VaCant ' ™ S ^ ^ b » ,he 
municipal manager was appointed in the fourth quarter (M Untl1 a re Ptecement acting 

preparations for the local government elections and politic^y ■ ^ Th6 hindrances Were the 

environment. These challenges had a negative bea ^ ^ a ’ S ° desfabi,i2e d the 
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4.2 National Key Performance Indicators 

Out of the Council’s vision and mission statements, outputs, performance measures, indicators and 
targets have been developed and incorporated in the performance scorecard/Service Delivery Budget 
Implementation Plan for 2010/11. These are underpinned by the following five (5) national key 
performance areas (KPAs): 

Municipal Institutional Development and Transformation 
Local Economic Development and Environmental Planning 
Provision of basic services 
Good governance and public participation; 

Financial viability and management; and 

4.3 IDP, Budget, PMS integration through SDBIPs 

The following planning and reporting cycle, which we have implemented at Amahlathi Municipality, 
is adapted from the National Treasury Framework issued in terms of MFMA and other relevant 
legislative requirements. 


Figure 2: Planning & Reporting Cycle 


Integrated 

Development 

Plan 


5 years plans aligned to the MTEF Budget and Election Cycle 
periods. Updaled annually. Covers critical areas of corporate 
support .business operations and service delivery. 



Service Delivery 


JULY 

t 


. . . pian. inauaes ouipui ariu seivice 

UperatlOnai delivery information, capital investment 

Plan plans, budget information. 


J 


Detailed focus on first year of strategic 
plan. Indudes output and service 


Implementation 

Plan 


3 year forward estimates (MTEF Budget). 
3 year capilal investment plan. 

Annual Procuremenl Plan (G & S Budget). 


MAY 


Performance against 


budget and Annual 
Performance Plan. 
Published Report. 



Highlights programme performance (finandal & 
non-flnandal) against set targets: 

- In-Year Moniloring Reports 

- Infrastructure Performance Reports 

- SCM Performance Reports 


Indivldual performance agreements & personal 
development plans. 

Linked to programme key objectlves and outputs. 
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At the end of everv auartor 

Performance Reports for T"!" 531 TO " a9er ' ' he '' r C ° mp,ete <’ 

submisston was Wlowed by ,h e oneurne essessments T Perf ° rmanCe a 9 a «' « tergets. Tbe 
respect of quarter one and quarter ^ HoweT L “ '* *’"* m “* e,pa ' ™"ager tn 


4,5 Per formance Reports 


The performance report attachpH oo 

rr municipa ' i,v a9ainst ,h ° 11 ,aport rec ° rds ,he ac,nai resu|ta 

of the financial year. es ’ s ' rate 9 la e and indicators set at the beginning 

4 - 6 Conc/usion 

recorded °' ‘ e 'he achievements 

findings tha, ^eje^*^^ teiaied chaiienges and audi, 

considerably in the 2011/12 financial year We „ , ™nicipality will be addressed 

SDBIP approved by Mayor began ,o address auditlT ' ™ n ' Cipal " y ,ha ' ' ha 20, 1 / 1 2 

objectives, strategies, indicators and targets ,o the TT* SMAR ™ ESS a ' atrategic 

ovamped ,o better address the shodcomings , h e 2 T ? rma, SDB,R " se " has J 

■— — cr= s r=i? t : 

r'a^^a^^z^r^r secii ° n 57 manasers ' •* »«* 

* Quarterly intemai auditina of nerf Pportmg credible evidence. 

• Quarterly pedormance assessme„Tof ! ^ "* “ 
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amaht.ATHI mun.icipaoty 



FULL ALDITOR GENERAL’S REPORT 


£IHr^ 

t-.cPORT OM THE FINAMCIAL STATEIWENTS 
fntroduction 

'■ »' •* MM« Local 

the statemcnt of nnancial perfo^ " S 3t 30 June 2011 > 

flow statement foi Ihe year Ihen ended and e ' h3n 8 8s in net sssets and cash 
policies and Cher explanLry inSnSS? as S 

Lc?o°^nTorr POnSlbi,rty ?0r the fir,ancial statemente 
tancS' £? [n'YSSe Sh“ 'L P T r ,f ' T, Snd ,alr PLesamallon o, thesa 
Recognised Accounting PraSce (GRAP and Ihe AfnCan S,andards of Gener8 "y 

Management Act of South Africa 2003 (Act No ™^ nt , s ° f tlie Munici P al Finance 

Revenue Ac. of South A r^a 2^10 (^0 i nf?ain° 3) (M ™, A> and ths Division of 
such internal control as manaqement detenSnl n ° 85 amended ) <DoRA), and for 

financial statements that are ftee from material SCSSsaf7 to enable the preparation of 
errcr. 6 ,rom materi «< mtsstatement, whether due to fraud or 

Auditor-GeneraPs responsibility 

’ !*.'1o 8 oMMeToiidUclion' ril U« P h“°TL!, he R “ PUbfc S °'“ l ' A,ri «- >“6 (Act 

OI2004) |P«l », h!S? ^^ AC * S ° Ulh Afri “' 2004 t A « «° 25 
based on my audit. V " P eSS an °P ,n,on on th ese financiat statements 

"■ STSc 7ltTJ n 201^7^ ln ' Wh8,k> " al a ° 0*"9 and 

2010. Those elandls Ci«S l c^TS!^"* M872 °< 15 °“ p ®° r 
perform the audit to cbfain reasonahle^'L th h L reC|U ' rements and p,an and 

statements are free from material misstatement anC6 ‘ Whether the financia l 

obtein audit evidence about the amounts 
audilor's judgement, including the assessment nfih^ edure f selecte d depend on the 
Ihe financial statements, wLther dufTo fral ^'^ 0 ? "T J"" 1 misstatement of 
assessments, the auditor considers internal mn 1 ™ J , ! mak,n0 those risk 
and fair presentation of the financial statements in nrd ^a ° he entlt y' s pre Paration 
are appropriate in the circumsE* but noUoTthl t0 deSl f 3Udit P rocedures thet 
onthe effectiveness of the entity's internal contro! of . ex . press,n 9 an opinion 

appropriateness of accounting^policies usedandThTT' 9 S ° ! ncludes eva| uating the 
estimates made by management^ as well acr 6 reasonab,enes 5 of accounting 

financial statements. ' evaluatmg the overall presentation of the 

6 ' ° b,ained iS Sumclp ™ ~.e 1 ° provide 


5. 


- 1 - 


Bssis T 'r,r qu2iined opii'iion 

irregussr e>:pendlture ...... 

7. "soction 125(2) ol’ the MFMA loquiros Ihc fmai\cial siatements of the mumapality fo 
disclose iTiaterial irregular expendilure that occurred durina the financial year. Nc^ 41 
tc the financial statemcnts rcttccts irregular expenditure of R2,4 miliion, however 
insufficicnl docuinentatiori wos provided lo support thc piocuicnient process fol.owed 
ior R3.5 milliop of expenriiture and thc usc of the moyorol vehicle to tho valuc of 
R67 671. Thc iack of o fonnalised syslein to account lor prucureinent documeruation 
and tlie use of tlie mayoral vehiclc did nut allow fot tlie perfomiance of alternstivc 
procedures. Consequcntly, I did not obtain sufficient appropriale audit evidence to 
satisfy myself as to the comptetencss ol inegulor expenditure disclosud by llie 
municipahty in note 41. 


Racalvablss . 

8. An amount of R30.2 million is disclosed as Irade and other receivables m note o to tne 
fir.ancial statements. Ihis amount is undcrstatod by R1.4 million due to uncorrected 
misstatements, v/hich, if corrected, would Itave resiilied in an increase m motor voh.cle 
reqistratiort, rcncJcrino of services reverue and inleresl income - riebtors in tne 
stateinent of fmancial performance. in addition, the municipaiity could not provide 
sufficient appropriate audit cvidcnce for R7,8 million (2010: R6,8 million) of the trade 
and olher receivables amount oisclosed. Consequently, even after penormmg 
alternative procedures, l did not obtain sufficient appropriate audii evidence tc salisry 
myself as to tho exister.ee. completeness and valuation of trade and olher receivabias 
as disclosed in note 9 to the (inancial statements. In addition. the valuation o> trade 
debtors impairment of R27.4 million discloscd in note 9 to the fmancia! statements could 
not be ccnfirmed by R7,6 million (2010: R6.8 miilion) due to the lirmtation on receivables 
upon v/hich Ihe impairment is based. 


RsvcnuB 

c Rates revenue to the value of R908 646 (2010: R814 991) included in R8,3 miliicn 
disclosed in note 20 to the financial statements and rendetmg of services revenue of 
R3 9 million (2010: R3 million) included in R25.1 million disclosed in note 21 to ,he 
financiai statements have been incorrectly recognised and classifted due to 
management not reversing inter-depaitmenlal billing at year-end and recognising 
rebates related to free basic services as expenditure and not as a reduction in revenue. 
This does not constitute true revenue as per the definition in GRAP 9, Rcvcnue fiom 
Exchange Transactions. Had thls revenue been ciassified and recogmsed correctly 
general expenditure included in R22.1 million as disclosed m note 23 to the fmancial 
statements v/outd have been reduced by R4.8 million (2010: R3.8 million). 


Aggregation of Immaterial uncorrocted mlsstatements 


10. The financiai statemenls as a whole are materially misstated due lo the cumulative 
effect of various individually immaterial uncorrected misstatements m the following 
elements maklng up the statement of linancial performance. 


* Personnel: Note 24 
o Expenditure: Note 23 
o Conditional grant revenue: Note 22 
o Conriitional grank expcnditure: Note 22 


R219 997 (2010. R409 519) 
R168 716 (2010: R409 519) 
R355 196 
R355 195 
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Qualified opinion 


11 . 


qualified opinion paragraphs dtSScribed ,n thc B ^ ** 

>“<*'»• ' he •*** posto or the aS« S *** *> a “ ™i«« 

and as financial performance and cash flowt v^i Mun,cipalll y as al 30 June 2011 
w,th GRAP o„d Ih. ,d,d ireme , te Ind DorT' " "** " 

£rnph&sls of rnatte>‘ 

I d,„„ attention to tha mauer belotv. M V opi„io„ is ,n«dfed i„ ,esp M of , his ma , t „. 

Rfcia^ientsnt of corresponding figurea 

30 June 2010 "i.ave Ven Testeted^s'freSt 'of ^r' the d corres P° ndin 9 figures for 
statements o, Anrahlatd/ Looa! Mdhidpaiity al. and fo, the 

» E T^,d^,^e A pM D a£f- Gl i LAT0Ry “QO« E « EWa 

G0* rm Eb JX P s^% 7 " <* rn 

e»»ual performance ,epo,t as sot out o„ pages XX tr "y ! , elov ' IT1 V 'lndings o„ Ihe 
■vith latvs a„d (egotations applicable lo the municioaifly XX d msler,al "On-coinpliance 

P'r^cietfirminQc ob|sctivss 
Preseritatlon of informatton 

1 5. The following criteiia is leievant to the finding below: 

Treasury guidehnes S ' prsdelcnrnined °bjectives is reported using the National 

16 . Audit finding: 

~ ^ 
predetermined objectives submitSdfor 311 ^ Were n °‘ P rovidsd ‘n ihe reporl on 

46(1)(c) of the Municipai Systems Act of Soi'.lh’Af 13056 ^ 3S required in tei ™s of section 
>n total, 47% of the reportSILrqethidnnH,'^’ f 00 (Act N °' 32 of 2000) (MSA) 
performance. targe,s had no de,ails of the measures taken to improve 

Usefuinssa of informatlon 

18. Thefollowing cntena are relevant lo the lindings bel„„, 

a " d ,3r9e,s a,e “"Siatent with Ihe 

‘ SEKP'JJ! £?5S a,d Wd " de,i " ed a " d vehfieble. and ta,ge K sre S pe=ir,c. 

19. Audit findings: 

mpo^docuSerite devei0pment Prloritfes are nof conslstent befwsen planning and 

with P |ann ® d rfevelopS not oonslstent when compared 

i ered to the pnonties as per the approved integrateddevelopmenTplan (iDpf **** 


- 3 - 



Pl&nri3d and t3pnrteri inriicators are not wett dcfined 

21. Thirty-mne percenl uf plannud and repoftcd mdicators were not well ciefineci, in tnat the 
descripiion v/as ambiguous and did not allow for o reasonabic user to deiermine the 
required levei of perforrnance. 

Ptarrnad and reported indics.tors are not ccnsistent beiween piatming ai'id rcpciiing 
documenis 

22. Sixty-six percent of all re;)oried indicators includcd in thc ropoil on predetermined 
objeclivcs submitted for audit puiposes were not consistcnt 01 uol cornplcte v/hen 
compared with planned indicators in the IDP. 

PSannad and repcrted targe'rs are not consislent between planning and raporting 
docuinenis 

23. Sixty-nine percent of reporteo targets includod in thc rcport on predeterm ined objectives 
submitted for audit purposes were noi consistent or not complete when compared with 
planned indicatcrs m Ihe IDP. 

Pianned and repo?ted targets ano not speclflc 

24. Forty percent of planned ard reported targeis are nol specific in clearty iaentifying the 
natuie and thc required levei of psrformanoe hy the municipolity. 

Planncd and raportsd targets zre not measurable 

25. Thiily-four percent of planned and repoited targets are not nieasurable in idenlifying the 
required pcrformancc of the municip3lity. 

RaHabitity of infcrmsrton 

26. The following criteria are relevant io tho findings belov/ 

<» Vaiidily: Aclual reported oerformance has occurred and peilains to the entity, 

• Accuracy: Amounts. numbers, and other data relaling lo leported actuai performance 
have been recorded and reported appropriately. 

- Completeness: All actual results and events that should have been recorded have 
been included in the report on predeterrriined objectives submitted for audit 
purposes. 

27. Auditfinding: 

Sufflciant approprlata GvidonC'G was nct submitted to support reported indicators and 
targets 

28. Sulficient appropriale evidence iri relation lo the selected programme, ‘infrastructure t 
could not be obtained. There were no satisfactory audit procedures or alternative 
procedures that we could perform to obtsin the required assurance as to the validity, 
accuracy and completeness of the reported performance against predelermined 
objectives foi 92% of the reported indicators. 

Compllanca with Iaw3 and regulations 

StrategSc plarxning and performancs maric.gemcnt 

29. The rnunicipaSity did not adopt and implement a framework that describes and 
represents how the municipalitys cycte and processes of performancc planning, 
monitoring, measurement T review, reporting and iniprovemenl will be conducted. 
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ro !f 01 :hc cliteonl ■<*> *>•<* ~ 

Government Muriicipal Planning ond Petforrrnn4 , \/ fe9Ulatl ° nS ? 8 ° f lhe Local 

(MPPR). pubjished in Go„n,„l «o|,„ 7S6 of ^W'sWoT™"' R<!9 " iaSo " s ' 2001 

30 - ?(»TuS,;r 1 p ° M i ,or -« *«»«« 

sad the service delive’-v t^rn^fc 3l vi <-c . n »cjpality s servcce delivery performance 
72(1 )<a) of fha MFMA. ~ °' mance in dicalors sel os required by soction 

t*™? toand£i ^tements, performance and enr.ua! reporl 

° n - -eris, 

unSS 1 m JeSl" «he f 56 ^ 6 ; 1 '^ ■ b ^ 

qualiFed audit opinion. he ' ,nancial statements receiving a 

Audit committGe 

32 «9uipCro??h 0 e a Mp d pR“ mrai!,es did no ' perfor ' n 160 as requiwa by 

Meet al laast twice during the financial year; 

performance measuremenffof 5 themunicipaSy; 31 ^ 110 ' 8 ° n ‘ heir audi,s of ,he 

r" e coTnen'Salion mi hm^rcl tolSSl of^eScTpUCd'" a " d '" ah ' 

■ ss r: 9 fctaSKLr*" ,he perfo,raance raana9emen, 

Internal audit 

33 ' IvTh m thL a MFMA d the DoRA 7T** * ° COm P |iance 

165(2)(b) of the MFMA. applicable legislation as required by section 

34 - srssrs z ut d rsr,r e pieraen ' ■»— - »«— . 

processes as ,e q ui,ed b, seciion 45(1),.) o, Ihe MM^d ?e S 9u Son°' J’lS? 'ir' 
35. The intemal audit pmcesses and p.ocedo.es did not include assessnwnts of: 

‘ £ S a9emenl s » slom a " rf ^the, 

ofthe MPPR; and re quirements of the MSA as required by regulation 14 

rneasurtng T;!° ,ma ",7 measuro '”«"' s » a '° reliable in 

performance indica'ois as requlred byTe^ulat^nTTof'hieMPPR 5 ” e " aS •«- 

36 ' 
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Prccursment and ccntract menagGment 

37. SufficiGnt approc.riate audit evidence could not be obtained that awarcis woi e madc to 
providers based un criteria that were similar to those sdputated m the original bid 
documcnts as par the requirements of Supply Chain Manogcmont (SCM) rcgulations 
21 (b) and 28(1) 

38 Goods and scrviccs cf a transaclion value above R200 000 were procurea without 
inviting competitive bids as per the requirements of SCM regulotion 1 9(<j) and 36(1). 

39 Bids wete nol atways evalualcd by bid evaluation committees that were composecl or 
officials from the departments requiring the qoods or seivices as per thc rcquiicrnents cf 
SCM regulation 28(2). 

40. Final awards or recommcndation of awards to the accounting officer were not always 
made by an ad;udication comm'ttee that was consiituted of at least four members as per 
the requircments of SCM regulation 29(2). 

41. SLfFicieni appropriate sudil evidence could not he obtained thal awards were made lo 
supphers based on prelerence potnts U at woro allocated and caiculated in accordance 
with the requirements of the Preferential Procurement Policy Fiamewoik Aci, 2000 {Act 
No. 5 of 2000) (PPPF) and its regulations. 

4-2. Ttte porformance of contractors or providers was not monitored on a monthly basis as 
required by section 1 1S(2)(h) of the MFMA. 

43 . The contract performance measures and methods whereby they are monitored were 
insufficient to ensure effective contract management as per the requirements cf section 
1 16(2)(c) of Che MFMA. 

44. A list Of accredited prcspcclivc providers was not in place for procuring goods and 
services through quotations as required by SCM regulation 14(1)(a). 

45. Awards were made to providers vWiose principal shareholders are persons in the service 
of other state institutions, in contravention of the requiremenls of SCM regulation 44. 

46. Contracts were extended/modified v/ithout tabling the reasons for the proposed 
amendment in the council of the municipatity as required by section 116(3) of the 
MFMA. 

ExpendlturG management 

47. The accounting officer did not take all reasonable steps lo ensure that the municipality 
had and maintained an effective system of expenditure control, including procedures for 
the approval. authorisation, withdrawal and payment of funds, as required by section 
65(2)(a) of tho MFMA. 

48. The accounting officer did not take all reasonable steps to ensure that the municipality 
had and maintained a management, accounting and informalion system which 
recognised expenditure when it was incurred and accounted for the creditors of the 
municipality, as required by section 65(2)(b) of the MFMA. 

49. The accounting officer did not take reasonable steps lo prevent irregular expenditure as 
required by section 62(1 )(d) of the MFMA. 

50. Money owing by the municipatity was not always paid v/ilhin 30 days of raceiving an 
invoice or statemenl. as required by section 65(2)(e) of the MFMA. 
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] rai13fer of f unc!s asici conciitional granto 

'" P ,°' ,S 'S ""• l,ansle,,in 9 MtoM. 
rnunicipa! infrastructure grant (MIG) the muniESi 16 3llocatlon feo sived for the 
■nd .1» rinance n>ar,, 9 e m en, g , a ,„ ( FMG , 8S ^ei^eSTS SZ S* 

° f 'J° munidpaliiy i„ resped 0( 
afle, the e„d ol Ihe Imancial yoar as roqairod by S e ctl0 „ , , (s "' XT doRa" ' W ° ‘’' 0n<hS 
Rovenus rnansgemeftt 

53 ' fiSSSSSrr 1 ““ e0,to " " ol '"'P'-nnied aa required hy S eo,i„„ 

had a„d inainlained' e " f SU '° ltet lh,! mu " ic ipa% 

recognised reye nue ryhen i, was eanre* as SS&S* 

50 ssksi «st ,KMcited a feast ° n • 

IMTERNAL CONTROL 

5& ' GbtS!^^ Notice 1111 of 2010 issued in 

!o my audit, but not for thc- purpose' of cxprcssina '"‘T 3 * C ° nlro1 rslevsnt 

interna! control. The matfers reoorted below IrTLTJ?T'.T ° n 16 effecliven ess of 
that resulted in the basis for the ounhtL • d t0 he Sl 9 ni,icanf deficiencies 
P.rf« m ance reped a „ d ,1° fi " d , i " ss °" the a '' nnal 

in this report. 9 compiiance with laws and regulations included 

Laadei’&hip 

of conduct is P filtered down 'to'all^emVbyeS ethiGal lone as no clear code 

devlates from discharge of mandaHo e ‘T T nidpalily - As a ^sull, focus 
platform leaves a vaLum Sh r? qa °dL hnl furn . fili s lack of 

accountable for proper monitorinn nf m „ n ° - h< ? d,ng publlc offici a f s and employees 
these funds in a manner that is transparent andTfaS^nrl 3 andpublic funds - distributing 
provided to the community which it serves ° ensurin 9 filaf service delivery is 


58 . 


behind ,he crlltoal pro “ ss °' sa, »« 
tenr,5 of developing and implentenling sriflir'iem mcnif nd teade,sfl, P' s accounlabilily in 
of Plaining. budgeling. ImplSnS ZTSSJZ S " 9 ,r" 0lS ™°' the a, “ esses 
internal policies and procedures at a denartmAn , ?* ? We as ’ ensurin 9 adherence to 
wm,in Ihe slruclures Iha, govem ,he munidpalhy ! sucha s S«i^°“ S dertC,endes 

0 Lack of adequate human resources 

managerial posilions, bS alaB tev'els and'wlmn'S " ithi " ,he 'nunicpalily. nol only in 
te, odicials performirrg iepanmenls. This has rosulled i n 

silualion'worsened'hr the 1 C urren d yea| e due 0 o ,1 | , he ,n " ed "’ i "' S " eho "^ rhis 

** council, iosuiling 
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monager. reituiining vacanl for cxtendocJ pcriocis »his contiibulcd lo lho ir.iucriol 
Qndmgs in the ci.rrent year as discloscd inrJcr thc basis for qualification, 
* • ' predeterniined ohjcctivcs and non-compliance paraqraphs 


® Resistancu to change 

Althoucjh oction plans arc formuiated, they are not irrplemented and monitored, 
resuiting in repeat audr: findings with respect to non-compliance and predetermined 
objecltves, and a regression to a qualified audit opinion in Uie financial yoar. in 
addition, managenent dces not respond limeously to deficiencies identified witlrn its 
own structures nnd appoars to pnt measures in place simpty 10 comply with 
legislative requirements and nol to improve the governance and financiat and 
penormance managcment structures of the municipality. Examples of Ihis wouIg be 
properly enabltng internal audit to perform its oversight functions. developing and 
implementing dailv and monthly internal conlrols ovor procosses, allov/ing fcr 
information lechnoiogy to assist and not hinder the processes within the municipatity 
snd ensuring skills and knovdedge transfer frorn consuttants, be it financcal or 
tnformation Technology (IT) experts. 


Einsnctal and perfcrmarice rnanegement 

59. The municipahty s manuat and automated contiols ore not designed and impiementect tc 
ensure that tne iransactions have occurred. are aulhortsed, and are completeiy and 
accurately processed, and are in cornpliance with the appiicable laws and regulaticns 
that govern thc municipality. This is partly due to the inadequale II systems within the 
municipality and partly due to management not adequately managing the transacwion 
process and flow betv/een the different departments v/ithin the municipality. This is 
apparent in the fact that the municipality received a qualified opinion for the current 
year. irregul 3 r expendituie v/as identiried for instances of noivcompliance with 
regulations as reported. and other non-compliance with laws and rcgulations were 
identified. 

Governance 

60. The governance stmctures within the municipalily are not adequate to reduce the risk of 
non-compliance wilh laws and regulations, deviations from internal controls, an 
inadequate performance management and repoiting system and non-adherence ro the 
financial reporting framework: 

* No risk committee was established within Ihe municipaiity to detect and respond 
to risks within the municipality and, although the draft fraud prevention plan, was 
approved and adopled by the council in June 2010 it v/as not rolled out to 
employees until September 2011. 

o interna! audit did not adequately discharge its mandale in providing an oversight 
function at the municipality for the year under review, as it was not governed by 
adequate plans and methodologies, did not provide meaningful reporting in the 
2010-11 year, was not adequately staffed and v/as not sufficiently independent. 

o The performance audit committee did not meet regularly and did not submit the 
audit reports on performance management to the council during the financial 
year. Internal audit consisted of two members, as opposed to the required three 
in teims of legislation, as the council did not ensure that this quota was met 
through appointing an additiona! audit eommittee member to meet with thc 
legislation requirements. 
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AiVIAHLAT H I M U NICI PA L ii T Y 


I 



AUDIT COMMITTEE ANN'CJAL REFORT - 2010/2012 


Name of Member 
T Cumming 
RJ Hill 


Number of Meeting Attended 
5 
5 


interrr'rr 66 !'" 83 are a,S ° attended bVthe Mun -P a ' Manager 
internal and external auditors. ° ' 


Chief Financial Officer, 


ln addition to the prescribed audit 
on 25 August 2011. 


committee meetings, a special audit committee 


meeting was held 


Ihe effectiveness of int gmal cnntmi 

identified by the audit committee and the int 7 ° mternal contro1 and/or deviations were 


jne quality of j n vear 


itr piifi-i 

and finandal reP ° rtS PrCPared 

performance reports were not time.y compiled aXsuZftted^^T" 


Ev aluation of the nn 3 nc ; al sta tpm.nf. 

The Audit Committee has: 

«h the report o, the Auditor-Ge™! ' ^ ““ B ' ed 3nd read <* 


-l- 


AMATHLATHI MUNICIPALITY 


Report of the Audit Committee 

We are pleased to present our report for the financial year ended 30 June 2011. 


Role and Responsibility of the Audit Committee 

The function of the Audit Committee (hereinafter referred to as the Committee) is primarily to assist 
the Amahlathi Municipality (hereinafter referred to as the Council) in discharging its duties relating 
to the safeguarding of assets, the operation of adequate systems, control processes and the 
preparation of financial reports and statements. 

The Committee operates in terms of section 166 of the Municipal Finance Management Act (MFMA), 
Act No. 56 of 2003 and has endeavoured to comply with its responsibilities arising from those 
requirements. 

The Committee has performed its duties according to its terms of reference in the form of an 
approved Audit Committee Charter which stipulates amongst other issues the primary purpose of 
the Committee, which is: 

° To monitor the integrity of the CountiTs financial statements and announcements relating to its 
financial performance, reviewing significant reporting financial reporting judgements. 

• To review the effectiveness of the Council's internal controls and risk management systems. 

• To monitor the effectiveness of the internal audit function and review its material findings. 

• To oversee the relationship with the internal and external auditors, including agreeing the 
latter's audit fees and terms of engagement, monitoring their independence, objectivity and 
effectiveness. 


The Committee has no executive function and its primary objective is to review and challenge rather 
than assume responsibility for any matters within its remit. 


Audit Committee Members and Attendance 

The audit committee consists of the members listed hereunder and should meet 4 times per annum 
as per its approved terms of reference. In terms of the Audit Committee Charter, the committee 
should consist of 3 members. During the current financial year the Municipality did not appoint a 
third audit committee member and the committee continued to perform its duties with the current 
2 members. The current audit committee held 5 meeting during the year under review. 
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| [ S addre5se< ' the Pertinent to the m u „icip 3 ,i ty i „ s T" " ° Pera " n8 effecti '' e, v »nd that 
he. mternai aodi, ha, ,i S nific a „, capacity con„rai„, ald he ^ Pe "° d “ W3S “«««l 
recommendatfons ,o ,he mu„,cipa,i, v on ho„ ,oZ^2 c ~ ^ ^ 

6 th,s chai, enge moving forward. 



Acting Chairperson of the Audit Committee 
Date: 31 August 2011 
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AMAHl ATHi MUNICIP ALIT Y 



ACTION PLAN FOR 2010/2011 FINANCIAL YEAR 


AG's REPORT ACTION PLAN 2010/2011 FINANCIAL TEAR 



AG's RHPORT ACTION PUN 2010/2011 FINANCIAL YEAR 



AG's REPORT ACTION PLAN 2010/2011 RNANCIAL YEAR 



CQ 

I 





Non-financial and perfonmance reports in respect of conditional Apr . 12 

fl nnnriitional Granls: Compliance [qranls to be submitted lo Nalional Treasury quarterij; lAO ^ 


AG's REPORT ACTION PUN 2010/2011 FINANCIAL YEAR 



AG'S REPORT ACTION PLAN 2010/2011 FINANCIAL YEAR 
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AG's REPORT ACTION PLAN 2010/2011 FINANCIAL YEAR 



AG's REPORT ACTION PLAN 2010/2011 FINANCIAL YEAR 




AG's REPORT ACTION PUN 2010/2011 FINANCIAL YEAR 
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